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THE IMPERIAL BANK OF INDIA 


Tue Imperial Bank of India has been constituted by the 
amalgamation of the three “ Presidency Banks” of Bengal, 
Bombay and Madras under legislation passed by the Indian 
Legislative Council last year, and it came into being on the 
27th of January, 1921. The form which its constitution has taken 
will be described below, but the lines which its development 
follows can be better appreciated if some reference is first made 
to the banking system in India generally, and also to the place 
which the Presidency Banks have occupied in that system. 
This reference can fortunately be brief, as a full review of the 
position, as it was nine years ago, is contained in Chapter VII.— 
Indian Banking—of Mr. Keynes’ Indian Currency and Finance, 
published in 1912, while earlier details of the history, etc., of 
the Presidency Banks will be found in Sir James Brunyate’s 
Account of the Presidency Banks (1900), to which Mr. Keynes 
refers. 

1. The money market and banking system of India comprises, 
as Mr. Keynes explained, the following as its four main 
constituents : 


(i) The Presidency Banks, which have now been amal- 
gamated into the new Imperial Bank ; 
(ii) the European Exchange Banks; 
(iii) the Indian Joint Stock Banks; and 
(iv) the shroffs, mahajans, cheitis and other private bankers 
and money-lenders. 


As Mr. Keynes went on to say, the first two of these constitute 
generally what he terms the European money market, and the 
rest the Indian money market—the more substantial Indian 
Joint Stock Banks occupying perhaps an intermediate position. 
2. The Presidency Banks have formed the backbone of the 


internal banking system of India, the operations of the Banks of 
No. 122—vo.. xxxI. M 
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Bombay and Madras covering, generally speaking, the Presi- 
dencies after which they were designated, and those of the Bank 
of Bengal covering, in addition to Bengal, Burma and the 
Provinces of Upper India. Apart from their headquarters offices 
in the Presidency towns, they had sixty-eight branches and sub- 
agencies at the more important centres within their spheres, 
including a few branches in Indian States and a branch of the 
Bank of Madras at Colombo. Without going into their past 
history, it may be said that they worked from the beginning 
under very rigorous restrictions as to the character of the business 
which they might undertake, the main object being to ensure 
that as semi-official institutions they should be conducted on the 
safest possible principles. Put very briefly, the principal restric- 
tions imposed on them under the Presidency Banks Act of 1876, 
and in force at the time of the amalgamation, prohibited them 
from conducting foreign exchange business, from borrowing or 
receiving deposits payable out of India, and from lending for a 
longer period than six months, or upon mortgage or on the 
security of immovable property or upon promissory notes bearing 
less than two independent names or upon goods, unless the goods 
or the title to them were deposited with the bank as security. 
As a set-off against these restrictions, the Presidency Banks 
were allowed to hold a portion of the Government balances free 
of interest. The use of these was originally granted them in 
1862 as compensation for their being deprived of the right of 
note issue, which since that date has been entirely managed 
by the Government under separate legislation, regulating the 
conditions of the note issue and the reserve to be held against it. 
The Presidency Banks also undertook a large amount of Govern- 
ment work, such as the management of the public debt, and of 
the Government Treasuries at centres where the banks had 
branches. An exception was, however, made in the case of the 
“‘ Reserve Treasuries,” which were maintained by Government 
in the three Presidency towns and in which the bulk of the surplus 
funds of Government were usually accumulated. I shall have 
something further to say on this point when explaining the con- 
nection between the operations of the Government and those of 
the Presidency Banks, as well as between Government and trade 
finance generally, and also in discussing the considerations which 
led up to the amalgamation, and the actual constitution and 
functions assigned to the new Imperial Bank; I will not, there- 
fore, for the moment enlarge further on the details of the business 
of the old Presidency Banks. I give, however, a summary state- 
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ment to show the capital, reserve, deposits and cash balances of 
the three banks immediately prior to the amalgamation : 


Public | Deposits. 
|(t.e. Govt.).| Private. 





| 
Capital. | Reserves. Total. | Cash. 





Bank of Bengal .. 200 | 210° | 388 3439 3827 1244 
Bank of Bombay.. —-100 125 | 187 2650 2837 980 
Bank of Madras .. 75 45 | 124 1529 1653 455 
ToTaL .. oe 375 380 | 699 7618 8317 | 2679 

| 





[Figures in lakhs of rupees. | 


It may also be of interest to reproduce a few figures to illustrate 
the growth in the total private deposits of the banks : 


Torat Private Deposits In LAKHS or RuPEES ON DECEMBER 3\IsT. 


TSW. cs 640 1910 .. 3234 1917 aC 6772 
1880... 849 1914 .. 4004 1918 aio 5098 
1880 a. 1476 1915 .. 3861 1919 we 6821 
1900 =i. 1288 1916 .. = 4471 1921 (January) 7618 


In considering the above data, two facts should be noted. The 
first is a general one, and arises from the fact that the Presidency 
Banks are bankers’ banks, and that a substantial proportion of 
their private deposits consist of the cash balances of other banks. 
Secondly, the rapid growth in the last six years does not represent 
merely normal development, but is largely due to the great 
increase in the volume of money in the principal money markets 
during the War owing to the enormous disbursements of Govern- 
ment, accompanied as these were by a great expansion of the 
currency and inflation of credit. These latter remarks apply also 
to the increase in the deposits of the other groups of banks. 

3. The Exchange Banks, though their operations are not 
limited to India, play a most important part in Indian trade. 
The nature of their business is generally known, and does not, 
therefore, call for any detailed description here. But it may be 
said that their activities in regard to Indian trade are largely 
bound up in the financing of foreign commerce at the sea-ports. 
Like other banks, they receive deposits in India and, indeed, seek 
to attract these in order to obtain the funds required for the 
purchase (or discount) of export bills of exchange. Since 1913 
their Indian deposits have grown from 30 crores to about 74 
crores, but such deposits are collected almost entirely at the sea- 
ports. These institutions bank with the Presidency Banks. 

4. The Indian Joint Stock Banks, which now number ninety- 


five with 230 branches, include a certain number of substantial 
M 2 
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institutions conducted on modern lines; many of them are, 
however, very small concerns, only twenty-four of them having 
a capital of Rs.5 lakhs or over. In the few years previous to 1913, 
there had been a remarkable expansion of joint-stock banking in 
India, particularly in the Punjab, where, owing to the opening 
of the canal colonies and the growth of the export trade in wheat, 
there was a good deal of accumulated wealth. Many of the 
banks then started were conducted on unsound lines and without 
regard to the ordinary first principles of prudent banking, with 
the inevitable result. In 1913-14 no less than fifty-four Indian 
managed banks with a total paid-up capital of Rs.144 lakhs went 
into liquidation. Since then the annual liquidations have been 
of small mushroom banks, and the larger Indian banks now in 
existence are probably sound and well managed. The failures 
of 1913-14 undoubtedly gave a considerable set-back to the 
spread of banking, especially in Northern India, when previous 
to these failures the banking habit showed signs of taking root. 
Nevertheless, there has subsequently been a steady increase in 
the total deposits, as will be seen from the following figures :— 


Deposits or Jorst Stock BANKS ON DECEMBER 3l1sT. 


Lakhs. 
1900. .. ae oe re oP cg Sat 807 
1012... 5 ne ste Bie fs os Siae 
1913... 5 ae its ae nr ~« 240 
1914... ste oe ree Pee “er oo Beer 
$015... wie ee oe ac = .. 1888 
1916 .. ~~ are 5% ree i <2 wens 
3017 ... o5 aes 5% nae aXe -s 3216 
1918 .. ar an o- aia we -. 4214 
1919 .. ae si os 4 ie oo G27 


5. As regards the indigenous banking system, adequate atten- 
tion has not perhaps been given to its scope and to the extent to 
which the Presidency Banks, at their head offices and branches, 
have helped to finance the internal banking system of India by their 
purchasing and re-discounting of internal bills of exchange, known 
generally as hundis. This matter has, however, a direct bearing 
on the question of banking development in India, and I accord- 
ingly reproduce a brief description of the system from a summary 
of it prepared for the use of the recent Currency Commission 
(pp. 13-14 of Appendices to Report of Indian Currency Committee, 
1919) : 


The people with whom the Bank deals directly are for the 
most part large shroffs of good standing in the principal cities. 
These men operate with their own capita] and, generally speak- 
ing, it is only when they have laid out all their available 
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capital in purchasing the hundis of other (and usually smaller) 
shroffs that they come to the Presidency Bank. The shroffs 
whose hundis the larger shroffs have purchased have probably 
also similarly financed other and _ still smaller shroffs or 
mahajans, and so on until we get down to the smallest flea of 
all, namely, the village bania, or grain dealer or goldsmith. 
For instance, shroff A. at Amritsar may purchase a bill drawn 
by a grain dealer upon a Bombay merchant. A. may endorse 
the bill and sell it to B., a Jarge shroff at Lahore, who sells it 
to the Presidency Bank, which sends it to their Bombay Agency 
for collection. Or the bill may be a pure finance bill (generally 
known as a “ hand ” bill, as opposed to a “ trade” bill drawn 
against produce). 

Speaking very generally, it may be said that the Bank’s 
real security in the matter of purchasing or re-discounting bills 
is the personal standing of the drawee or endorser or acceptor, 
and the Bank has an elaborate and very efficient system of 
limits, whereby the amount of bills discounted for each shroff 
is watched. Put very briefly, the system is as follows: 
Shroff A. is given in the Bank’s register a limit of, say, 20 lakhs, 
and at the same time the names of the drawers of the bills 
purchased from him by the Bank are watched. The Bank 
may have purchased from A., say, 15 lakhs of bills, the drawers 
of which are B., C., D., E., etc. If it is observed that shroff A. 
has been purchasing rather too many bills from shroff D., who 
is of comparatively small standing, or about whom not much is 
known, A. will be liable to be turned down, or, if the fact has 
been noticed by the Head Office, the Branch will at once be 
told to go slow. 

As already mentioned, hundis are of two kinds—pure 
finance bills, known as hand bills, and trade bills. The Bank 
are much more particular as to the amount of the former that 
they discount for a shroff than the latter. This is not because 
they receive any documents on account of trade bills (their 
direct security is just as personal as in the case of hand bills), 
but because they know that, somewhere or other, produce or 
goods exist against the credit so created, that such goods must 
have been hypothecated to one or other of the shroffs whose 
names are on the bill, and that, if anything goes wrong, such 
shroff will be able to realise on the goods and so to reimburse 
the subsequent holders of the bill, to whom he is liable. In the 
case of hand bills, on the other hand, it is impossible to say 
definitely how far these represent a genuine trade demand 
or not. 


The note then discusses some data supplied to show the extent 
ot the hundi business done by the banks over a period of years, 
from which it appears that on some occasions over a third of the 
banks’ total advances have been represented by the purchase of 
hundis, and proceeds : 
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It may be said broadly that the hundi rate rises and falls 
with the bank-rate proper, though somewhat in advance of 
it, and naturally so, for one is a discount rate and the other a 
rate for day-to-day loans. Thus, at the beginning of the busy 
season, the hundi rate would usually be higher than the bank- 
rate; the reverse being the case when the slack season is about 
to begin, so that the hundi rate may be said to be a sort of 
long-distance signal. When the Bank finds that it is not getting 
enough hundis, and its money is lying unemployed, it puts down 
the hundi rate; when, on the other hand, it feels that it has 
already got too much money in the bazaar, or, for some reason 
or other, wishes to consolidate and conserve its resources, it 
puts up the hundi rate, and may even go to the length of refus- 
ing to buy new hundis. No cases have come to official notice 
of a Presidency Bank making a wholesale refusal to renew 
hundis, although it may charge a rate considerably higher than 
that at which the original hundi was discounted. On special 
occasions, when the Bank is very hard pressed for money, it 
may impose a prohibitive rate on the bazaar, so as to force 
shrofis to endeavour to raise money elsewhere rather than to 
renew their hundis with the Bank. 


6. It will be clear from what is said above that one of the 
dominant features in the situation is the backward condition of 
India in respect of up-to-date banking facilities. It should, 
indeed, be noted that at the present time there are more than 
200 districts in India and Burma in which there is no branch of 
the Presidency Banks, and that in only a very few of them is 
there a branch of a Joint Stock Bank of any importance doing 
business on modern lines. 

As regards the Presidency Banks, there was little probability 
that under conditions in which three banks were working inde- 
pendently, any further substantial increase in the number of 
branches could be looked for, owing mainly to considerations of 
territorial limits and of profit and loss. Theoretically, perhaps, 
it can be argued that in the development of banking it is desirable 
to rely on spontaneous growth as the result of private enterprise. 
It must be confessed, however, that under this policy of non- 
interference, advance in India has been but tardy and confined 
within very narrow limits. It is, of course, possible to attribute 
this fact to the proclivity of the people of India for holding their 
savings in the form of coin or bullion. But it would be possible 
to exaggerate the conservatism of the Indian people in this respect. 
A remarkable advance has taken place in the popularity of the 
note issue in recent years, as a result of improved facilities for 
encashment, while the success of the propaganda associated with 
the India War Loans threw an instructive light upon the amount 
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of money in the country, which is lying sterile and awaiting 
diversion into more profitable employment. There has also been 
a marked advance in the amount of deposits; the post office 
savings bank deposits, which at the end of the War, in spite of 
large withdrawals in its opening months, stood at nearly Rs.19 
crores, a8 compared with less than Rs.10 crores in 1900, while the 
co-operative institutions have also undergone a marked if more 
modest development. Public opinion in India has in recent 
years been growing more articulate as to the necessity for a 
widespread increase in banking facilities, if India’s industrial 
development is not to be hampered, and if the people are to be 
weaned from their predilection for holding their savings in a 
metallic form. The subject was brought prominently to the 
notice of the Industries Commission, and the currency difficulties 
of the Government during the War necessarily tended to force 
it more on their attention. As the Government of India have 
pointed out, however, it would not be altogether correct to 
ascribe the existing state of affairs solely to the ingrained habits 
of the people, their ignorance, their conservatism and their 
suspicion, which can only be removed by the process of education. 
That the spread of education will work a steady and substantial 
change in the mental attitude of the people in this matter is 
practically certain, but it is useless to educate people into civilised 
habits as regards keeping their money, if there are not at hand 
banking facilities for them to do so. Progress in these two 
respects must go hand-in-hand. Even, however, in the present 
stage of educational development, there is undoubted room for a 
much larger supply of banking facilities as witnessed by the 
temporary success of certain Northern India banks already 
referred to. In short, it is evident that the first essential of any 
scheme for improving the banking machinery in India was that 
it should contribute towards the solution of the problem here 
disclosed. 

7. I must now turn to another important aspect of the situa- 
tion, namely, the intimate connection which exists in the case 
of India between the operations of the Government in the 
currency department and those of trade. ‘This connection applies 
alike to the foreign and to the internal trade. In the case of the 
former we have the fact that the Secretary of State has large 
obligations to meet in England every year on behalf of India. 
At the same time, in normal conditions, there is a large net 
indebtedness of trade to India, and this is set off to a great extent 
by the Secretary of State selling to trade in London bills to be 
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honoured in India at the Government treasuries at the Presidency 
towns. In the alternative, trade had to import sovereigns, but 
whichever method of remittance is employed the obligation fell 
on the Government of supplying currency to the extent and in 
the form required to pay for the produce expected. Within 
India again the machinery is very similar. In settlement of 
Council bills large sums are ordinarily payable by Government 
to the traders in the Presidency towns. On the other hand, 
traders there have to pay for produce up-country, whether for 
export or for local manufacture and consumption. Simultane- 
ously the Government revenue comes in at a large number of 
treasuries up-country, and from the proceeds of this Government 
sells transfers to the traders on these interior treasuries, receiving 
payment therefor at headquarters. Omitting complications of 
detail, the broad fact remains that Government has intervened 
to undertake the supply of currency and the remittance of funds 
on wholesale lines throughout the country, the movements of 
funds on Government and on trade account being connected at 
every point. The net result is that the surplus treasury funds of 
Government tend to be drawn up towards its treasuries at head- 
quarters, and experience has shown that it is by thus centralis- 
ing them that they can from the point of view of the Government 
be most economically employed. 

While, however, branches of the banks at centres up-country 
have usually conducted the treasury business of the Government, 
and retained such local treasury balances as the Government 
may have held there, this has not been the case in the Presidency 
towns, where the Government maintained separate reserve 
treasuries, and it is into these that the bulk of the surplus balances 
of Government has in the past been drawn. The Government 
have, it is true, been under an obligation to keep certain minimum 
balances with the Presidency Banks, and this contractual 
minimum has in recent years been substantially exceeded. But it 
has been a subject of substantial and repeated criticism that the 
retention of the Reserve Treasury system has been unscientific 
and uneconomical, involving as it does the lock-up of funds 
which might be usefully released for the benefit of trade, and 
the pressure of war conditions forced both the Banks and Govern- 
ment to realise clearly the practical benefit of a common policy. 
The extent to which a modification had in practice been adopted 
will be seen by a comparison of the disposition of the Government 
of India’s treasury balances during the three pre-war years with 
that for the three years ending with March 1920. The figures 
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represent averages throughout the year, and are in lakhs of 
rupees : 


Presidency Banks. 


= Tot al Reserve | Other 
Year. Cash Treasuries. | Treasuries 
Balance. ) o _ ®- | Head Branches. | Total. 
| Offices. 
1911-12 1794 552 828 169 245 414 
1912-13 2352 1071 830 208 243 451 
1913-14 | 2469 991 918 239 321 560 
1917-18 2524 425 817 823 459 1282 
1918-19 1880 199 | 650 677 354 | 1031 


1919-20 | 1979 146 676 | 828 329 =| 1157 





8. To recapitulate, it may be said that the amalgamation of 
the Presidency Banks has been influenced by the following im- 
immediate considerations, and that these constitute the main 
principles underlying the scheme. 

In the first place, it has, for some years, been felt that the 
interests of the Presidency Banks were common and demanded a 
co-ordinated policy. This was particularly the case during the 
war, when it was found that friendly, though informal, co- 
operation between the authorities of the three banks proved much 
to their mutual interest. (Incidentally, the possibility that 
powerful banking interests in London might eventually obtain 
control of Indian interests, more particularly those of certain 
Indian Exchange Banks, lent added emphasis to the importance 
of consolidating the position of the Presidency Banks.) 

Similarly, the events of the last few years have resulted in 
Government being in much more intimate personal touch with 
the Presidency Banks than formerly, with much benefit to them- 
selves as well as to the banks and the general public. It was 
important to ensure that these relations should continue. 

Thirdly, the necessity of providing more adequate banking 
facilities in India was becoming more and more insistent, and it 
was evident that a consolidated bank in close association with 
Government (and with access to London—a point which will be 
further referred to shortly) would be in a far better position than 
the existing institutions to provide for healthy banking develop- 
ments in India, while at the same time bringing the resources of 
the Government into closer and beneficial relation with the 
commercial interests of the country. 

9. The importance of these considerations has been recog- 
nised in proposals formulated in the past for the amalgamation 
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of the Presidency Banks. In the course of the earlier discussions, 
however (a summary of which will be found in Appendix XIII. 
of the Report of the Indian Currency Commission of 1913), 
suggestions of a much wider scope were also put forward, including 
developments which would associate the banks directly with the 
whole currency and exchange policy and administration of the 
Government of India, including the management of its paper 
currency and its foreign remittance business. The discussions, 
in fact, trended in the direction of the creation of a State Bank, 
and in an annexure to the report of the 1913 Commission, Mr. 
Keynes outlined a definite scheme for the formation of such a 
bank. The earlier proposals fell through for various reasons, 
such as provincial jealousies between the three banks and luke- 
warmness in other quarters, while, in the case of Mr. Keynes’ 
scheme, consideration was postponed as the result of the War. 
The revival of the question after the armistice may be said to have 
been due to a natural banking evolution, and it was felt that it 
was undesirable to attempt to force a spontaneous growth which 
will in any case provide a most valuable foundation for any 
further development to which circumstances may point later on. 

It was considered, however, that the time was not yet ripe 
for an advance in these directions. As regards the note issue, 
with the whole currency arrangements of Government still deeply 
affected as the result of war conditions, it would manifestly have 
been impossible for the new bank to contemplate the undertaking 
of this responsibility. The Government of India, however, 
indicated, when placing the scheme before the Secretary of State 
for India, that when a stable position has been reached and 
currency conditions have settled down, it may be anticipated 
that the management of the paper currency in India will consist 
of a more or less routine application of authoritatively accepted 
principles, and in that case the question of the employment of 
the bank as the agent of Government in this matter may in the 
future need further consideration. It may also be noted that 
the Government of India have taken power to adopt, within 
modest limits, the system in force in the United States, of pro- 
viding for some automatic expansion and contraction of the 
currency by basing the issue of new notes to some extent on 
Commercial Bills, since under the Paper Currency Amendment 
Act of 1920 they may authorise the Controller of Currency to 
issue currency notes up to a limit of Rs. 5 crores against bills of 
exchange which will mature within ninety days of the date of 
issue. Details of the exact method of utilising these powers 








1921] THE IMPERIAL BANK OF INDIA 157 


remain to be settled, but there is little doubt that the machinery 
of the Imperial Bank will be employed in giving effect to the 
arrangement. 

It was held that very similar objections applied to an imme- 
diate extension of the scope of the present scheme by entrusting 
the banks with the remittance business of the Secretary of State. 
But, short of this, it was decided, subject to certain limitations, 
to allow the bank access to London by the establishment of a 
London office. Access to London would, of course, form part of 
any wider scheme, but while it may not possess the same cardinal 
importance as the other features of the present amalgamation, 
the Presidency Banks have, in the past, individually and collec- 
tively felt it a grave reproach that they should be debarred 
therefrom. Certain obvious advantages would accrue from a 
London office, which would enable them to keep in touch with 
financial developments and financial opinion in Europe, and there 
was no reason why this legitimate wish should be any longer 
refused them. 

10. Informal conversations on the whole subject took place 
between the Government and the banks shortly after the 
armistice, and these were followed by formal proposals putting 
forward an amalgamation scheme. After general acceptance of 
the main principles of the scheme by Government and the share- 
holders of the banks, it was placed before the Indian legislature, 
and the Act, defining the constitution and functions of the new 
bank, was passed in September 1920. This has been supple- 
mented by a statutory agreement under the Act embodying the 
contractual relations entered into between Government and the 
bank, while a certain amount of important detail in the matter 
of the current administration of the bank will be dealt with by 
by-laws under the Act, to be framed by the governing body of 
the bank with the previous approval of the Government of India. 
I will first state as concisely as possible the main framework of the 
scheme embodied in these documents, and will follow this up by 
such detailed explanation as seems to be needed : 

(a) Capital—The Imperial Bank of India is formed by an 
amalgamation of the three previously existing Presidency Banks, 
their undertakings vesting in it, and the shares of existing holders 
being exchanged, subject to certain adjustments, into shares of 
the new bank. The amalgamation has been accompanied by an 
increase of capital, the authorised capital of the new bank being 
fixed at Rs.1125 lakhs (of which Rs.5624 lakhs—or one-half—will 
be paid up at the outset) and the reserves at 375 lakhs, against 
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an aggregate of 375 and 380 lakhs respectively for the older 
institutions. 

(b) Constitution —The governing body of the new bank will 
be a Central Board, which may “ exercise such powers and do all 
such acts and things as may be exercised or done by the bank, 
and are not by this Act expressly directed or required to be done 
in general meeting.” 

The functions of the central and Local Boards are defined by 
by-laws, which are subject to the approval of Government. 
Briefly, the Central Board will deal only with matters of general 
policy, such as the movement of funds from one part of India to 
another, the fixation of the bank rate, which will in future be 
uniform for the whole of India, and the publication of the weekly 
statement. Local interests are safeguarded by the retention of 
the existing Boards in the three Presidency towns, and these will 
have very large powers of autonomy. The Central Board will 
have general power of control over the Local Boards, but will not 
ordinarily be entitled to interfere in individual cases, e.g. while 
there would be no limit to the Local Boards’ powers to advance 
on Government securities, it would be open to the Central Board 
in an emergency to instruct a Local Board to curtail advances, 
either generally or to particular classes of industries, etc. The 
Central Board is responsible for settling disputes between Local 
Boards. It is incumbent on the Local Boards to keep the Central 
Board duly informed of all important developments, and to supply 
any statistical or other information called for. 

The constitution of the Central Board (vide para. 11 (b) below) 
is designed to secure on it adequate representation of all important 
interests concerned, including Government, the Local Boards, 
the shareholders and the general public. As, however, it would, 
in practice, not be feasible for a Board so constituted to meet 
with sufficient frequency to administer the current business 
falling within its sphere, it is provided under the by-laws that 
the discharge of these functions shall ordinarily be delegated to 
a small managing committee, this including the managing 
Governors, the Controller of Currency and representatives of the 
Local Board at the place where the meeting is held. This committee 
will meet regularly and enjoy the full administrative powers of 
the Central Board subject to any special instructions which it 
may receive from the latter. It is contemplated that the Central 
Board shall sit for alternate periods at Calcutta and Bombay, 
meetings being held at fixed intervals, and additional meetings 
summoned whenever necessary. Any Local Board has the right 








1921] THE IMPERIAL BANK OF INDIA 159 


to require a full meeting of the full Central Board to be summoned 
at any time to consider any special matters, as, for example, if 
it is dissatisfied with the orders of the smaller body. 

As a matter of convenience it may eventually be found advan- 
tageous to make some readjustment of territory between the 
present three Local Boards, and as business develops, it may 
become desirable to constitute new Local Boards at such centres 
as Rangoon and Cawnpore; provision has accordingly been made 
for this contingency in the Act. The Members of each Local 
Board are elected by the shareholders borne on the local 
register. 

(c) Business.—The bank will act as banker for Government, 
and undertake and transact any business that the Government 
may from time to time entrust to it. Apart from Government 
work, the business of the bank will generally follow the lines of 
that of the Presidency Banks; opportunity has, however, been 
taken to remove certain restrictions which, while not affording 
any real safeguard, had proved inconvenient in practice. 

(d) London Office——The bank will have an office in London. 
This, while not competing with the Exchange Banks in ordinary 
exchange business, will be in a position to conduct business on 
behalf of the bank’s own constituents, and to re-discount bills 
of exchange for the exchange and other banks. 

(e) Reserve Treasuries.—By agreement, the Government have 
appointed the bank as their sole banker in India. This involves 
the abolition of the reserve treasuries, and the keeping of all their 
treasury balances with the bank at places where it has a local 
head office or a branch. In addition, transfers of money for 
the general public between any two places, at each of which a 
local head office or branch of the bank is situated, will no longer 
be undertaken by the Government. The bank will give the 
public every practicable facility for transfers of money at rates 
not in excess of those approved by the Controller of Currency, and 
will also arrange, e. g. in connection with the encashment of notes, 
to supply the public so far as possible with the form of currency 
required. 

(f) Public Debt.—The bank will retain the administration 
of the public debt work, and will use its best endeavours to 
introduce a large measure of decentralisation and simplification 
of procedure therein. 

(g) New Branches—The bank has undertaken, within five 
years from the commencement of the Act, to establish and 
maintain not less than 100 new branches, of which at least 
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one-fourth will be established at such places as the Government 
of India may direct. 

11. It is desirable to develop some of the above points rather 
more fully :— 

(a) Capital and Reserves of the new Bank.—Of the total author- 
ised capital of the new bank, viz. Rs.1125 lakhs, Rs. 375 lakhs 
consists of fully paid shares of Rs. 500 each (representing the 
capital of the shareholders in the existing Presidency Banks), 
and the balance of Rs.750 lakhs of quarter paid shares of Rs.500 
each with Rs.125 paid up, these latter having been offered in the 
first instance at par to existing shareholders of the Banks of 
Bengal and Bombay and at a premium of Rs. 100 to shareholders 
of the Bank of Madras. Some adjustment of the existing reserves 
has taken place in order further to equalise the position of the 
shareholders in the three banks, and the total reserve of the new 
bank will stand at Rs.375 lakhs, as soon as the new shares issuable 
to the shareholders of the Bank of Madras have been taken up 
and the premiums thereon credited to the reserve. 

While it was recognised that there might be some advantages 
in having no uncalled capital, it was thought that the circum- 
stances in which the new bank was inaugurated outweighed this 
general consideration. There was no immediate necessity for 
the employment of the full Rs. 750 lakhs of new capital, and it 
seemed preferable to call up only so much as could be profitably 
employed at once, leaving power to the management to make 
further calls as required. 

It was not thought desirable that the informal association 
of Government with the bank should be accompanied by any 
participation by them in its share capital. 

When the new capital has been fully taken up (a period of 
grace up to the end of July 1921 has been allowed to enable 
shareholders absent from India the necessary opportunities for 
the purpose), the Banks’ position as regards capital and reserve 
will stand as follows : 


Rs. lakhs. 
Authorised capital .. sa es ae re nie os SS 
Fully paid capital .. oa as i ae ns -- 375 
Partly paid capital (Rs. 750 lakhs 25% paid) .. ae .. 1873 
Total capital paid up ie 5 Ae te: 5624 
Reserves ee as os ce ae ee he 2s Soe 
Reserve liability of shareholders .. Se ne a ~. 062% 


The new bank came into being on the 27th January, 1921, 
but, for the reasons just given, a short period will elapse before 
the above position is actually reached. 
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(b) Constitution —The composition of the Central Board is 
as follows : 

(i) The presidents and vice-presidents of the existing Local 
Boards (these being of course the representatives of the share- 
holders). 

(ii) The Controller of Currency or such other officer as may be 
nominated by Government (for his functions and powers, see (e) 
below). 

(iii) Such number of persons not exceeding four as may be 
nominated by Government. (The object of these nominations 
is to ensure that the interests of the Indian community generally 
should be adequately represented in so far as this may not be 
secured by the representatives of the Local Boards on the Central 
Boards.) 

(iv) The Secretaries of the Local Boards. 

(v) One or two Managing Governors to be appointed by the 
Government of India after consideration of the recommendations 
of the Central Board, and to hold office for such period as the 
Government of India may direct. (It may be noted that the 
first two governors are Sir Norcot Warren and Sir Robert Aitken, 
formerly Secretaries and Treasurers of the Banks of Bengal and 
Bombay respectively, Sir Bernard Hunter, who formerly held 
that position in the Bank of Madras, having been appointed as 
the first London Manager.) 

(vi) Such representatives of Local Boards subsequently 
constituted as the Central Board may prescribe. 

Governors appointed under clauses (ii), (iv) and (vi) while 
entitled to attend all meetings of the Central Board and to take 
part in its deliberations, will not be entitled to vote on any 
question arising at any meeting. The Central Board will have 
the power of decentralising the business of the bank by the 
creation of new Local Boards, and also, with the previous approval 
of the Government of India, of making by-laws on certain 
important matters including the delegation of its own powers or 
those of the Local Boards and Managing Committees. 

Local jealousies were a serious impediment in the way of 
earlier proposals for amalgamation. But it is believed that by 
the arrangements adopted a satisfactory solution has been found 
under which important matters requiring uniformity of policy 
will be retained in the hands of the Central administration, 
without disturbing the local control and experience necessary for 
the efficient transaction of business by the Local Boards. 

(c) Business.—Apart from the general powers necessary for 
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the conduct of Government business, establishment of branches 
and agencies, the acquisition of premises, and so forth, the kinds 
of business which the bank is authorised by law to transact, 
and those which it is precluded from transacting, are set out in the 
schedule below. The general criterion as to what business is 
admissible, and what is not, has already been indicated, and no 
special further explanations on this point appear to be required : 


SCHEDULE OF IMPERIAL BANK OF INDIA ACT. 


Part I. 


Business which the Bank is authorised to carry on and transact. 


The Bank is authorised to carry on and transact the several 
kinds of business hereinafter specified, namely :— 


(a) the advancing and lending money, and opening cash- 
credits upon the security of : 


(i) stocks, funds and securities (other than immovable 
property) in which a trustee is authorised to invest 
trust money by any Act of Parliament or by any 
Act of the Governor-General in Council and any 
securities of a Local Government or the Govern- 
ment of Ceylon ; 

(ii) such securities issued by State-aided railways as 
have been notified by the Governor General in 
Council under section 36 of the Presidency Banks 
Act, 1876 or may be notified by him under this 
Act in that behalf; 

(iii) debentures or other securities for money issued 
under the authority of any Act of a legislature 
established in British India by, or on behalf of, a 
district board ; 

(iv) goods which, or the documents of title to which, 
are deposited with, or assigned to, the Bank as 
security for such advances, loans or credits ; 

(v) accepted bills of exchange and promissory notes 
endorsed by the payees and joint and several 
promissory notes of two or more persons or firms 
unconnected with each other in general partner- 
ship; and 

(vi) fully paid shares and debentures of companies with 
limited liability, or immovable property or docu- 
ments of title relating thereto as collateral security 
only where the original security is one of those 
specified in sub-clauses (i) to (iv), and if so author- 
ised by any general or special directions of the 
Central Board, where the original security is of 
the kind specified in sub-clause (v) : 
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Provided that such advances and loans may be made, if the 
Central Board thinks fit, to the Secretary of State 
for India in Council, without any specific security ; 


(b) the selling and realisation of the proceeds of sale of 
any such promissory notes, debentures, stock-receipts, 
bonds, annuities, stock, shares, securities or goods 
which, or the documents of title to which, have been 
deposited with, or assigned to, the Bank as security 
for such advances, loans or credits or which are held 
by the Bank or over which the Bank is entitled to 
any lien or charge in respect of any such loan or 
advance or credit or any debt or claim of the Bank, 
and which have not been redeemed in due time in 
accordance with the terms and conditions (if any) 
of such deposit or assignment ; 

(c) the advancing and lending money to Courts of Wards 
upon the security of estates in their charge or under 
their superintendence and the realisation of such 
advances or loans and any interest due thereon, 
provided that no such advance or loan shall be made 
without the previous sanction of the Local Govern- 
ment concerned, and that the period for which any 
such advance or loan is made shall not exceed six 
months ; 

(d) the drawing, accepting, discounting, buying and selling 
of bills of exchange and other negotiable securities 
payable in India, or in Ceylon; and, subject to the 
general or special directions of the Governor General 
in Council, the discounting, buying and selling of 
bills of exchange, payable outside India, for and from 
or to such Banks as the Governor General in Council 
may approve in that behalf; 

(ce) the investing of the funds of the Bank upon any of the 
securities specified in sub-clauses (i) to (iii) of clause 
(a) and converting the same into money when required, 
and altering, converting and transposing such invest- 
ments for or into others of the investments above 
specified ; 

(f) the making, issuing and circulating of bank-post-bills 
and letters of credit made payable in India, or in 
Ceylon, to order or otherwise than to the bearer on 
demand ; 

(g) the buying and selling of gold and silver whether coined 
or uncoined ; 

(h) the receiving of deposits and keeping cash accounts on 
such terms as may be agreed on; 

(i) the acceptance of the charge of plate, jewels, title-deeds 
or other valuable goods on such terms as may be 
agreed on; 

(j) the selling and realising of all property, whether move- 
able or immovable, which may in any way come into 


. 122.—voL. XXxXI. N 








164 THE ECONOMIC JOURNAL [JUNE 


the possession of the Bank in satisfaction or part 
satisfaction of any of its claims; 

(k) the transacting of pecuniary agency business on com- 
mission ; 

(1) the acting as administrator, executor or trustee for the 
purpose of winding up estates and the acting as agent 
on commission in the transaction of the following kinds 
of business, namely :— 


(i) the buying, selling, transferring and taking charge of 
any securities or any shares in any public Company ; 
(ii) the receiving of the proceeds whether principal, 
interest or dividends, of any securities or shares ; 
(iii) the remittance of such proceeds at the risk of the 
principal by public or private bills of exchange, 
payable either in India or elsewhere ; 


(m) the drawing of bills of exchange and the granting of 
letters of credit payable out of India, for the use of 
principals for the purpose of the remittances men- 
tioned in clause (J) and also for private constituents 
for bona fide personal needs ; 

(n) the buying, for the purpose of meeting such bills or 
letters of credit, of bills of exchange payable out of 
India, at any usance not exceeding six months; 

(0) the borrowing of money in India for the purposes of 
the Bank’s business, and the giving of security for 
money so borrowed by pledging assets or otherwise ; 

(p) the borrowing of money in England for the purposes of 
Bank’s business upon the security of assets of the 
Bank, but not otherwise; and 

(q) generally, the doing of all such matters and things as 
may be incidental or subsidiary to the transacting 
of the various kinds of business hereinfore specified. 


Part II. 


Business which the Bank is not authorised to carry out or transact. 


The Bank shall not transact any kind of banking business 
other than those specified in Part I and in particular :— 


(1) It shall not make any loan or advance : 


(a) for a longer period than six months, or 

(b) upon the security of stock or shares of the Bank, or 
(c) save in the case of the estates specified in clause (c) 
of Part I, upon mortgage or in any other manner 
upon the security of any immovable property, or 

the documents of title relating thereto. 
(2) The Bank shall not (except upon a security of the kind 
specified in sub-clauses (i) to (iv) of clause (a) of Part I) discount 
bills for any individual or partnership-firm for an amount 
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exceeding in the whole at any one time such sum as may be 
prescribed, or lend or advance in any way to any individual or 
partnership-firm an amount exceeding in the whole at any one 
time such sum as may be so prescribed. 

(3) The Bank shall not discount or buy, or advance and 
lend, or open cash-credits on the security of any negotiable 
instrument of any individual or partnership-firm, payable in 
the town or at the place where it is presented for discount, 
which does not carry on it the several responsibilities of at 
least two persons or firms unconnected with each other in 
general partnership. 

(4) The Bank shall not discount or buy, or advance and 
lend or open cash-credits on the security of any negotiable 
security having at the date of the proposed transaction a 
longer period to run than six months or, if drawn after sight, 
drawn for a longer period than six months : 

Provided that nothing in this Part shall be deemed to 
prevent the Bank from allowing any person who keeps an 
account with the Bank to overdraw such account, without 
security, to such extent as may be prescribed. 


(d) London Office—The general restrictions on the business of 
the London Office have already been stated, and as is laid down 
by the Schedule just cited, bills of exchange payable outside 
India may only be bought or sold for, or from, or to such banks 
as the Government of India may approve in that behalf. Also 
the London Office may not open cash credits or keep accounts 
for, or receive deposits from, any person who is not, or has not 
been within the three years last preceding, a customer of the 
bank or of one of the Presidency Banks in India (or Ceylon). 
In addition, the agreement provides that the London Office must 
present to the Secretary of State for India every week a state- 
ment of the total Government balances held by it and of its 
resources in London, and that the Secretary of State shall be at 
liberty (after due consultation with the bank) to withdraw money 
in London against a corresponding debit to the Government 
account with the Bank in India. 

(e) Reserve Treasuries.—I have already dealt at some length 
with the general aspects of this question. Two points, however, 
remain to be noted. In the first place it was necessary to consider 
what further safeguards, if any, should be taken from the new 
bank, over and above those previously existing, in view of its 
enlarged aggregate responsibility in the matter of the custody 
of the public funds, and of the fact that with the definite abolition 
of the Reserve Treasuries, there would be a loss of the power to 


withdraw at any time from the bank the public deposits in excess 
N2 
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of the guaranteed minimum, a power which in the past has 
necessarily enabled the Government to exercise an informal 
influence over the general policy of the banks. The solution 
adopted was to reserve to the Government of India power to 
issue instructions to the bank in respect of any matter which 
in their opinion vitally affects their financial policy or the safety 
of the public balances, and, in the event of the bank disregarding 
such instructions, to declare the agreement with the bank to be 
terminated. It is primarily for this reason that a representative 
of the Government has been given a place on the Central Board. 
It will be his function and duty to keep in touch with the bank’s 
general policy, and he will have the statutory power of holding 
up action on any matter of high importance of the above descrip- 
tion, pending the orders of Government thereon. In practice 
this arrangement will have advantages from the point of view of 
the bank also, since it may be expected that the presence of an 
experienced Government officer on the Board will conduce to 
smooth working, and help to ensure that the bank is kept fully 
and rapidly informed of Government’s requirements in the matter 
of funds, and of the way in which Government’s policy is likely to 
react on its own. 

The second question is that of the financial adjustments with 
the bank required in view of the concessions conferred on it, 
and in particular the increased use of Government funds free of 
interest. The concession is obviously a valuable one, and it 
might be argued that there was justification for participation by 
the State in the profits of the bank, as, for example, by the pay- 
ment to the former of interest upon the average amount of 
Government deposits above some specified sum, or by a definite 
share of the profits after a certain dividend has been realised. 
There were, however, certain important considerations on the 
other side. In the first place, the undertaking to adopt a pro- 
gressive policy in the matter of opening new branches will, there 
is little doubt, for some time result in a loss to the bank on their 
working. Those centres of trade at which a branch is likely to 
show a profit in the near future had to a large extent already been 
exploited by the three Presidency Banks, and, as new branches 
are established, a comparatively longer time must elapse before 
the opening up of the localities concerned will result in a business 
profit to the branches of the bank established therein. Secondly, 
the possession of additional funds derived from Government will 
entail additional responsibilities, and it will be necessary for the 
new bank so to arrange its policy as to maintain itself in a position 
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to meet sudden and unforeseen demands, which have previously 
fallen on the reserve treasuries. Thirdly, the bank will no longer 
be entitled to receive any fixed minimum in the way of a Govern- 
ment balance at individual branches, and it follows that by this 
pooling of resources, it will, at certain times, be using its own 
private funds for Government purposes. Apart, therefore, from 
the case of the public debt, where the cost of the work involved 
can be fairly accurately estimated and will be paid for with refer- 
ence to its actual volume, it was felt that data were lacking to 
balance the account however roughly. It was consequently 
decided that no financial adjustment should be made or claimed 
on either side in respect of the first few years of the bank’s working, 
but that the whole question should eventually be reviewed in the 
light of experience. 

(f) Public Debt.—A great deal has been done in recent years 
in the way of overhauling the procedure of the public debt 
administration. To popularise Government securities and to 
meet the convenience of the rapidly increasing number of small 
holders, it is clearly of the first importance to eliminate unneces- 
sary formalities and otherwise to simplify and expedite business 
as far as possible. Previously the main work in connection with 
the debt administration, 7. e. as regards registration of holdings, 
payment of interest and renewal and conversion of securities, 
has been centralised in the Public Debt Office at Caleutta— 
managed by the head office of the Bank of Bengal—subject to 
some limited delegation to the branch Public Debt Offices at 
Bombay and Madras—managed by the other two banks as agents 
of the Bank of Bengal. It has for a long time been clear that in 
addition to what has already been done in the way of reform, a 
radical improvement in the system of administration is still 
needed, and this will be greatly simplified now that amalgamation 
has taken place and pecuniary considerations between the three 
banks have been eliminated. Without going into details, the 
end in view is to secure that a considerable portion of the work 
connected with small holdings of securities shall be conducted in 
the districts in which these are held, and that, in course of time, 
as the new bank establishes branches in every district, the 
majority of up-country holders will be enabled to put through at 
their district headquarters all business connected with their 
securities. 

(9) New Branches.—With regard to this development and the 
conditions which have given rise to it, it is not necessary to add 
much to what I have already said. But such importance attaches 
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to this portion of the scheme, going as it does to the root of the 
whole banking problem of India, that it will be of interest to quote 
the remarks made by the Government of India on the subject 
in placing the scheme before the Secretary of State : 


The Presidency Banks have now undertaken, as part of 
the present amalgamation scheme, to establish 100 new branches 
within five years, and we have every reason to hope that the 
progressive policy thus initiated will be continued, until at 
least in every district, and eventually at every town of import- 
ance a branch of the Imperial Bank is established. We do not 
claim that this widespread extension of branches will work a 
sudden miracle, or will immediately prove itself the long sought 
talisman to charm the wealth of India from its hoards. We 
do not look for rapid or dramatic results. But a beginning 
must be made, and we think that the mere appearance in the 
district of a bank which conducts Government’s Treasury and 
Public Debt business, as to whose stability there can be no 
question, and from which local traders and dealers in produce 
can obtain advances on reasonable terms, must in due course 
inevitably have an appreciable effect upon the local mental 
attitude towards banking in general, and in course of time we 
shall expect to see the new branches of the Imperial Bank 
attract a large amount of deposits from the general public in 
such localities. 

There are, moreover, other results which may reasonably 
be looked for from the large increase in the number of branches 
now contemplated. In those places in which they are already 
established, the Presidency Banks usually act as bankers of the 
other local banks. They keep most of the latter’s cash, and 
it is to the Presidency Bank that a local bank turns when it 
is in difficulties, or when, in a period of tight money, it desires 
to pledge Government or other gilt-edged securities. The 
position of the Presidency Bank as the “ bankers’ bank ”’ has 
noticeably grown during recent years, and on many occasions 
have the Presidency Banks rendered valuable assistance in 
quelling an incipient panic, or in coming to the relief of a local 
bank which, through no fault of its own, was in temporary 
difficulties. It cannot, we think, be expected that the number 
of banks in up-country districts can be largely increased, or 
can be placed on a satisfactory footing, unless there is at their 
door a powerful bank to which a sound institution can turn 
in time of trouble and to which it can look for guidance in its 
general financial policy. Many of such banks would, of course, 
engage in business from which a Presidency Bank or its suc- 
cessor must necessarily be debarred, but it is, we think, of 
great importance that they should have behind them an 
institution on which they can rely for assistance, and which 
will form the solid background necessary for the healthy 
development of the various forms of banking—agricultural, 
industrial, and ordinary joint stock—of which this country is 
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admittedly in need. For such development, moreover, an 
equal necessity is a sufficient supply of men trained in modern 
methods of banking. The mere staffing of a large number of 
new branches of the amalgamated bank will necessarily involve 
the training and employment of Indian agency to a very much 
greater extent than at present, and the demand for and training 
of such men by the Imperial Bank should have a valuable 
influence in stimulating their supply for other banking institu- 
tions, just as the requirements of our Public Works Depart- 
ment have undoubtedly stimulated the growth of the engineer- 
ing profession in India. 

A further and almost equally important result which we 
anticipate will follow from the establishment of the new Bank 
and from the multiplication of its branches is substantial 
increase in the assistance given by it to the internal trade of 
the country through its relations with the indigenous banking 
system. The extent to which the Presidency Banks already 
help to finance the internal trade of India by their purchases 
and re-discounting of internal bills of exchange, known generally 
as hundis, at their head offices and branches, is not perhaps 
always realised. The shroffs, mahajans, chettis, and others, 
who, either directly or by their relations with smaller “ bankers ”’ 
of the same kind, largely finance the movement of produce 
and of important articles of commerce such as piece-goods in 
the up-country markets, rely to a very great extent upon 
assistance from the Presidency Banks when, in a season of 
active trade, their own capital is fully employed. On some 
occasions, for example, the amount of hundis held by the 
Banks of Bengal and Bombay has exceeded a third of their 
total advances, and during the busy season the proportion is 
rarely less than a quarter. The connection of the Presidency 
Banks with up-country trade is thus very close and intimate. 
By the rates which they charge on the discount of hundis, and 
by their willingness or refusal to extend their commitments 
in that direction they can profoundly influence the provision 
of credit and money rates in the up-country bazaars. It is 
clear that by the ramification of its operations through a 
largely increased number of branches and by its ability to 
employ more funds in the discount of hwndis and similar bills, 
the amalgamated Bank will be able to irrigate the channels of 
internal trade to a substantially larger extent than is at present 
possible. 


12. The above remarks will, I hope, be sufficient to give a 
general idea of existing banking conditions in India, the circum- 
stances which have caused the constitution of the new bank to 
assume its present shape, and the general sphere of its activities 
and the character of this business assigned to it. To illustrate 
the details and volume of the latter, a recent weekly statement 
is reproduced here. For the reasons already mentioned (par. 11 
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(a) above), the statement does not yet show as regards capital 
and reserves the position as it will be when the payments of 
capital already called up have been completely made : 


Statement of the affairs of the Imperial Bank of India on the 
18th March, 1921. 


LIABILITIES. Rs. (000’s). ASSETS. Rs. (000’s). 
Subscribed capital ....  .. 7,23,60 Government securities oe ©04,76,04 
Capital paid up ace .. 4,62,15 Other authorised securities 
Reserve : aS tr 3,53,84 under the Act 7 ais 1,40,11 
Public deposits oe .. 4,01,56 Loans : a .. 16,42,68 
Other deposits Sf .. 74,25,37 Cash credits . 22,11,06 
Loans against securities "re Inland bills discounted and 

contra : — purchased 9,67,74 
Contingent liabilities om — Foreign bills disc ounted and 

Sundries ae Ae Rs 38,65 purchased oa 2% 79 

Bullion aie Af ae 12 

Dead stock 2,06,57 


Liability of constituents for 
contingent liabilities per 
contra . 











Sundries : ‘a 17,90 
Balances with other ‘Banks. 34,91 
63,96,92 
Cash .. re as .. 22,84,65 
86,81,57 , 86,81,57 
The above balance sheet includes :— 
. 
Deposits in London .. .. 9,700 Percentage 29°04 
Advances in London aA 33,800 Bank rate 6% 
Cash and balances at other 
banks in London --, 218,920 


13. It will no doubt be observed that the sphere and functions 
of the Imperial Bank of India do not coincide with those of a 
Central Bank under the strict definition of such an institution 
in countries where a highly developed banking system and a 
central discount market are in being. In such conditions the 
ideal to be followed in framing the constitution of a central 
bank is admittedly mainly that of a bankers’ bank, entrusted 
with the powers of the note issue in addition to other Government 
business, but in various other respects strictly limited in its 
functions. 

But, as I trust I have shown, conditions in India have been 
such as to necessitate evolution on other lines. The problem to 
be met differs, for example, widely from that which faced the 
framers of the Federal Reserve system in the United States, 
where many thousands of banks were already in existence, and 
where it remained merely to shape the keystone to fit the arch. 
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In India the complete foundations have still to be properly laid 
and we have to build up from the base. 

It would be premature also to attempt to forecast the lines 
which banking development in India will now follow. As has 
been seen, the policy with regard to the administration of the 
note issue and of the London remittance business of the Govern- 
ment has been left for future decision. It is probable that, in 
the event, advance will, as elsewhere, continue to be guided by 
the forces of natural evolution and shaped by the custom and 
traditions which the new bank may be expected, as time goes on, 


to bring into being. 
H. F. Howarp 








THE SOUTH AFRICAN RESERVE BANK 


By the passing in the Union of South Africa of the ‘‘ Currency 
and Banking Act, 1920,” in July of last year, the foundations 
have been laid for the establishment of a Central Reserve Bank. 
Prior to the coming into force of this Act, the Banking organisa- 
tion in South Africa rested upon the laws of the various provinces 
which now form the Union. These laws are more or less anti- 
quated, and are far from adequate to meet the needs of a country 
whose agricultural, industrial and commercial development is 
making rapid progress. The banking organisation has grown 
up in a haphazard fashion, and, although widely differing from it 
in many of its details, is in its fundamental principles very similar 
to the system of decentralised banking reserves as it obtained in 
the United States before the passing of the Federal Reserve Act. 

The inefficiency of the system is generally recognised. Its 
essential features are that banking reserves are scattered, each 
Bank holding its own reserves. Deposits are as a rule employed 
in loans by way of overdraft, and to a minor extent in the pur- 
chase of bills, while short-term loans are made to the Stock 
Exchange. Practice has sufficiently demonstrated that over- 
drafts and loans to the Stock Exchange cannot, in times of a 
threatened crisis or even of acute stringency, be readily turned 
into cash, and cannot therefore be relied upon as a reserve in 
such circumstances. The calling in of loans at such times is 
only apt to precipitate a crisis. Commercial bills without a 
discount market—and a discount market cannot exist without a 
central bank—are a lock-up till maturity, for they cannot be 
readily converted into cash when the need for it arises. It 
follows that the only asset which in a crisis can be depended 
upon as a reserve is the actual cash held by each of the Banks. 
No bank can look beyond its own reserve at such a time, for it 
can only increase it under that system by drawing upon the 
reserves of its competitors. 

Before the passing of the “‘ Currency and Banking Act, 1920,” 
the right of note-issue rested with the commercial banks, and 
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was governed in the Cape Province by Act No. 6 of 1891, requiring 
bank-notes to be covered by the deposit with the Treasury of 
Government securities taken at their par value, the notes being 
legal tender and redeemable in gold; in the Transvaal by Law 
No. 2 of 1893, requiring the banks to hold in coin in the Trans- 
vaal one-third of the amount of their notes in circulation, and 
limiting the total issue of each bank to its paid-up capital, the 
notes being redeemable in gold; in the Orange Free State by 
Ordinance No. 20 of 1902, containing provisions similar to those 
of the Transvaal Law; while in Natal no statutory provision 
exists in regard to note issues. 

It is generally accepted that the two functions of commercial 
banking and of note-issuing should not be performed by the 
same institution. The commercial banker—whose aim is mainly 
to make profits for his shareholders and expand h’‘s business— 
cannot be relied upon to exercise as sound a judgment in the 
matter of the expansion and contraction of the bank-note currency 
in accordance with the needs of the country as an institution 
which is not concerned with the everyday business of the country 
and is not mainly run for profit. The multiplicity of note- 
issuing banks without a responsible body to control their issues 
makes a uniform policy in the matter of currency creation 
practically impossible. 

The principal functions of the Central Banks of Europe are 
not defined by legis!ation. They are the result of many decades 
of experience, and have undergone modifications from time to 
time, through a process of evolution, to meet changing require- 
ments. Any law for the establishment of a Central Bank should 
have regard to such changes becoming necessary; but, while 
giving this elasticity, it should nevertheless lay down the funda- 
mental conditions which experience has proved to be essential 
for the successful functioning of a Central Bank, as the banker 
of the banks and as the guardian of the country’s credit. It 
must especially be in a position to helpfully intervene in times 
of stress by extending credit liberally. 

The South African Reserve Bank—the name of the Central 
Bank which derives its charter from the “‘ Currency and Banking 
Act, 1920 ”’—is a private institution with a capital of £1,000,000 
sterling. This is to be subscribed as to one-half by the banks 
doing business in the Union, while the remaining half is to be 
offered for public subscription. Only such portion of the issue 
as is not taken up by the public will be subscribed from public 
funds. 
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History furnishes abundant proof that the control of central 
banking institutions is more soundly exercised by private citizens 
than by Governments. While no governing body of private 
citizens would be able to withstand the moral pressure brought 
upon them by their Government in a national emergency in 
favour of an unsound currency policy, it is well to establish as 
effectual a check as possible against the exercise of its “ sovereign 
right of inflation.” Care has been taken in the Act to provide 
that the Government nominees on the Board of the Reserve 
Bank shall be in the minority. It is to consist of eleven mem- 
bers, of whom three (experienced in banking and finance) are 
appointed to represent the shareholding banks, three (who at 
the time of their election must be actively engaged in business) 
are to represent commerce, agriculture and industry, and three 
are appointed by the Government. The Governor and Deputy- 
Governor (who shall be persons of tested banking experience) 
are appointed by the Governor-General, and are to devote their 
whole time to the business of the Bank, and hold office for five 
years. 

The conduct of affairs of a Central Bank should, as far as 
possible, be uninfluenced by political currents, and the Act 
provides that no person shall hold the position of a Director of 
the Bank who is a Member of either House of Parliament or of 
a Provincial Council. And it should also not be unduly influenced 
by members of the banking community, for a Central Bank 
often has to exercise a restraining influence upon the Commercial 
Banks. Although these will subscribe for half the capital of 
the Reserve Bank, their representation on the board is, as above- 
mentioned, limited to three members. 

The business of a Central Bank should not be run mainly 
for profit. Its policy should be directed primarily to upholding 
the credit of the country, and to preparing for helpful inter- 
vention in an emergency. Dividends should therefore be limited 
to a reasonable return on its capital, and adequate provision 
should be made for building up substantial reserves, especially 
in the early years. The Act conforms to these principles by lay- 
ing down that a cumulative dividend at the rate of 6 per cent. 
per annum is to be paid to the shareholders, and that any surplus 
is to be allocated to a reserve fund until that fund is equal to 
25 per cent. of the paid-up capital. Thereafter, until the reserve 
fund is equal to the paid-up capital of the Bank, one-half of the 
surplus is to be allocated to the reserve fund, one-quarter to 
the Government, and the remaining quarter—but not exceeding 
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4 per cent. on the paid-up capital—to the shareholders. If this 
remaining quarter exceeds the amount needed to pay the addi- 
tional 4 per cent. dividend, the excess falls to the Government. 
When the reserve fund is equal to the paid-up capital of the 
Bank, the surplus resulting after payment of a dividend of 10 per 
cent. to the shareholders goes to the Government. 

A provision of a somewhat unusual character, having regard 
to the practice of Central Banks in Europe, has been embodied 
in the Act, which provides that the Bank may appoint agents, 
and, with the consent of the Treasury, also establish branches 
and local committees in places outside the Union. The extensive 
and intimate trade and financial relations of the Union with 
this country make it particularly desirable that close relations 
are established between the Reserve Bank and the Bank of 
England. An agency of the former established in London seems 
the most appropriate way of achieving this. Great benefit 
should accrue to both countries from an intimate collaboration 
of their Central Banks. 

The character of the Reserve Bank’s business must be of the 
soundest, and should be concentrated upon financing the trade 
and industry of the country in times of stress. The Act limits 
its powers to discount bills to genuine commercial paper, bearing 
at least two good signatures, of a currency not exceeding ninety 
days, but relaxes the provision as to duration in the case of 
agricultural bills. These may have a currency not exceeding 
six months, but the Bank’s holding of such paper is not to exceed 
20 per cent. of all its discounts. The rates at which the Reserve 
Bank will discount the various classes of bills are to be published 
from time to time. 

Loans by the Bank are to be confined to advances against 
the security of (a) stocks, debentures or bills of the Union Govern- 
ment, or of a local authority in the Union which have not more 
than six months to run; (b) gold coin and bullion, or the docu- 
ments relating to the shipment or storage thereof; and (c) Bills 
of Exchange and bankers’ acceptances which are eligible for 
discount by the Bank as mentioned above. Apart from being 
permitted to invest its paid-up capital and reserves in securities 
of the Union Government or other Governments having not more 
than two years to run, the Bank’s power to invest its funds is 
limited to the purchase of debentures, bonds or bills of the Union 
Government, and of local authorities in the Union which have 
not more than six months to run. 

The Bank is debarred from engaging in trade or having an 
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interest in any commercial, industrial or other undertaking, and 
from advancing money on mortgage, making unsecured advances, 
drawing or accepting bills except on demand, and allowing 
interest on balances on current account. It is empowered to 
hold bills and balances on places abroad, a provision which is 
designed to enable it to meet sudden but temporary demands for 
exchange. Violent fluctuations of exchange due to seasonal 
requirements would by these means be avoided or mitigated. 

The Act confers upon the Bank for a period of twenty-five 
years the sole right to issue bank-notes in the Union. Its note 
issue is to be secured to an amount of not less than 40 per cent. 
in gold, or gold specie, and as to the remainder in commercial 
bills of the character above described, while it will have a first 
charge on all the assets of the Bank. 

To give the necessary elasticity to the note-issue in times 
of stringency, a provision is embodied in the Act which authorises, 
subject to the consent of the Treasury, the suspension of the 
reserve requirements, for a period not exceeding thirty days, 
renewable from time to time for periods not exceeding fifteen 
days on the following conditions: In respect of the amounts 
by which the reserve against notes falls below the minimum 
requirements, a graduated tax is imposed at the rate of 1 per 
cent. per annum when the gold reserve is less than 40 per cent., 
but not less than 32} per cent., rising by 1} per cent. per annum 
upon each 24 per cent. decrease by which the reserve falls below 
3234 per cent. Coupled with this additional tax is an obligation 
compelling the Bank to increase its rate of discount by a per- 
centage which is at least equal to the percentage of tax levied. 

In order to allow the commercial banks who now have the 
right to issue bank-notes to adjust themselves to the new con- 
ditions, and to permit the South African Reserve Bank to set 
up its organisation, the commercial banks are empowered for a 
period of twelve months to continue issuing their own notes, 
but the reserve requirements in respect of the issue of notes, 
other than those under the Cape Act, have been increased to a 
minimum of 40 per cent. in gold specie. Moreover, any excess 
circulation beyond that of the 3ist December, 1919, bears an 
additional tax at the rate of 3 per cent. per annum. When the 
teserve Bank is in a position to issue its own notes after this 
period of twelve months has elapsed, the note-issuing commercial 
banks will retire their notes, and provisions are embodied in the 
Act which will probably effect this retirement within a period 
of two years. 
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In addition to the gold reserve laid down by the Act in respect 
of its note issue, it provides for the holding of a metallic reserve 
in gold or specie of 40 per cent. of its deposits and bills payable. 

Every bank transacting business in the Union is required 
to establish and maintain with the Reserve Bank reserve balances 
equal to at least 13 per cent. of its demand liabilities (other than 
notes) and 3 per cent. of its time liabilities in the Union. Again, 
in order to permit the commercial banks to adjust themselves 
more easily to the new conditions, the requirements in respect 
of demand liabilities in the Union (other than notes) are allowed 
for a period of three years to fall short by 3 per cent., so that 
their reserve balances with the Reserve Bank during that period 
need not exceed 10 per cent. of their demand liabilities. 

The Reserve Bank is to publish weekly a clear statement of 
its position, and the form in which this publication is to take 
place should make it easily understood by the public. 


These are the salient provisions of the Act so far as it deals 
with the constitution of the South African Reserve Bank. They 
were the subject of an exhaustive and close scrutiny first by a 
Committee set up by the Union Government, then by a Select 
Committee of the Union House of Assembly, and finally by the 
House itself. The Act was passed by a substantial majority, 
and it may fairly be said that it has received almost general 
approval by those who have studied the question. There was 
at first a very natural reluctance on the part of the Commercial 
Banks to recognise its advantages, for they were called upon to 
relinquish valuable rights, such as issuing their own notes, while 
they no doubt also felt that the Act curtailed their former free- 
dom of action. They nevertheless, in the end, frankly acknow- 
ledged its virtues. But there are a few critics who condemn 
the system which the Act sets up because they profess to see 
in it an instrument which fosters inflation. They may be reminded 
that there is no credit organisation in existence which is capable 
of automatically and completely preventing inflation, that all 
such organisations rely to a greater or lesser extent upon the 
wisdom and experience of those responsible for their manage- 
ment to prevent such transgression, and that any credit organisa- 
tion must permit of sufficient elasticity to fulfil the purpose 
for which it is formed, 7. e. to serve as the handmaid of trade and 
industry in all their ever-changing requirements. 

But, broadly, inflation in its true meaning does not arise 
where currency and credit are based upon actua! wealth in the 
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form of gold and commercial bills of exchange representing 
goods, and in a ratio which experience has shown to be safe, 
viz. 40 per cent. of gold and 60 per cent. of bills. It can only 
arise where currency and credit are allowed to be created, not on 
actual wealth, but on promissory notes redeemable out of the 
production of wealth of the future, such as Government securities 
and accommodation bills. The Act provides safeguards which 
seem to go as far as is prudent to guard against undue expansion 
of currency and credit. In the light of the experience gained by 
the Central Banks of Europe, the South African Act should be 
capable, under wise management, of adequately fulfilling the 
functions for which it was set up. It begins its career under 
favourable auspices. The business and banking community of 
the Union and its Government are accustomed to prudent and 
sober methods, and there is little doubt that the Directors of 
the Reserve Bank, appreciating the responsibility which rests 
upon them, will guide its destinies on sound lines, especially under 
the able and experienced leadership of its first Governor, Mr. 
W. H. Clegg, lately Chief Accountant of the Bank of England, 
whose thirty-five years’ training in the atmosphere of that 
institution fits him particularly well to set the wheels going of 
the South African Reserve Bank. 
HENRY STRAKOSCH 








THE REPARATION PROBLEM ! 


Tus discussion concerning German reparation has passed 
through various phases. In the first stage, thought was centred 
on the question of how much Germany owed. Statistics were 
compiled to show the enormous havoc and ruin wrought by the 
German armies, and the question was debated as to the values 
in terms of which this damage should be computed. This phase 
then gave way to a second, in which the crucial question was 
deemed to be Germany’s capacity. This, it was said, was the 
limiting factor in reparation. Germany should pay to the full 
of her capacity, the only question being what that capacity was. 

Thought is now tending toward a third phase of the problem, 
which I trust will be the final and conclusive phase, namely, how 
much payment is the world willing to accept from Germany ? 

I, myself, have always believed that Germany’s capacity to 
pay was very large. An industrious and intelligent population 
of sixty million persons, with a magnificent industrial equipment, 
can perform prodigies once it has a proper incentive. The 
United States by such an effort during the war period built up 
external credits at a rate which probably reached $8,000,000,000 
per annum. This was done, to be sure, at a period of unusually 
high prices; but let us reduce our accomplishment by half, and 
again halve the result as allowance for our greater population 
and greater natural resources. Even this fractional remainder 
represents $2,000,000,000 per annum, a sum as large as any 
which it has been seriously suggested that Germany should pay. 
It is on account of such considerations as these that I have had 
little concern as to Germany's capacity. At the Peace Con- 
ference I was favourable to a higher indemnity than many of my 
associates; and I have no sympathy to-day with the German 
assertion that the recent Paris programme involves an impossible 
economic effort. I have, however, recently been much impressed 


1 An address delivered at the 33rd luncheon discussion on foreign affairs 
under the auspices of the League of Free Nations Association, Hotel Commodore, 
New York City, March 12th, 1921. 
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with the difficulty in finding economic values in terms of which 
the world will be willing to accept payment from Germany. It 
must not be forgotten that paying is a two-sided transaction : 
Every payment involves the passage of something of value from 
one person to another. There must be something to give; it 
is equally essential that there be some one to receive. 

Now, we have had, to date, nearly two years’ experience with 
the actual operation of the Reparation Clauses of the Treaty. 
The final amount which Germany is to pay was, to be sure, not 
finally fixed, but the Treaty did fix an initial payment of five 
billion dollars, to be paid by May Ist, 1921, and various clauses of 
the Treaty fixed the manner in which this payment should prin- 
cipally be made. These provisions, which are embodied in 
annexes to the Reparation Clauses, deal with the German assets 
which at the time of the Peace Conference the Allies selected as 
being those which they were particularly desirous of receiving 
from Germany. So insistent were they upon the right to receive 
reparation in these particular ways, that they demanded specific 
treaty provisions giving them, in effect, an option upon the 
German commodities in question. These economic values which 
the Allies were so keen to secure from Germany in payment of 
reparation were ships, coal, machinery and _ reconstruction 
material, chemicals, and dyestuffs, and German labour; and I 
think it may be of intérest to you, and illustrate the point I wish 
to make, if we consider the actual experience of the Allies with 
these forms of payment. 

Let us first consider ships. At the time of the Peace Con- 
ference, it would have seemed incredible that the Allies would 
not want, by way of reparation, all the ships that Germany had 
or could produce. The shipping clauses of the Treaty were 
among the most stringent that were drawn. Under them, 
Germany was to surrender practically her entire merchant 
marine, and was to construct ships for Allied account at the rate 
of about two hundred thousand tons per annum. 

_ A day or two ago, I talked with a banker who had just arrived 
from England, and I asked him about the operation of these 
shipping clauses of the Treaty which were designed primarily for 
the benefit of Great Britain. He said that the British Govern- 
ment had endeavoured to sell the German ships, and on account 
of the lack of demand the offering of these ships had depressed 
the market price so that those now buying German ships would 
get them so cheaply that the old-established ship operators whose 
ships had cost them, say, $60 per ton, would be unable to operate 
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in competition with the new owners of ex-German ships, and 
would be compelled to lay up their boats. I believe actually 
about one million tons of British shipping is now idle. My 
friend further stated that the result of Germany building ships 
for British account was to depress the British shipbuilding 
industry so that labour was thrown out of employment and that 
capital was being diverted elsewhere. In Hamburg, on the 
contrary, the shipyards were active and thriving, the German 
labourers were finding employment, and he prophesied that a 
continuation of the present situation would mean that in the 
course of a few years the British shipbuilding industry—one of 
England’s great national assets—would pass away. 

It is interesting to observe that the Allied reparation experts 
have now recommended the abandonment of the clauses of the 
Treaty which require Germany to construct new tonnage for 
delivery to the Allies. They further recommend that Germany 
be relieved from delivering further shipping which was in exis- 
tence when the Treaty came into force, and even that some of 
the shipping which she has already delivered be returned to 
Germany. Certain it is that in future the Allies will not be 
prepared to accept any large number of German ships by way 
of reparation. 

Let us pass on to coal. In coal there is probably one German 
asset which can be employed in reparation up to the full extent 
of Germany’s capacity. This is certainly true for the time 
being, so far as France is concerned. Whether it will remain 
true after the Lens coalfields are restored and German coal 
comes into competition with French coal, will be another ques- 
tion. Even to-day, however, the problem of coal deliveries from 
Germany is by no means as simple as it seems. Cheap domestic 
coal and a steady export demand constitute one of the most 
important sources of England’s economic strength; and England 
—as a belligerent which herself suffered great loss—has very 
definite views, and a right to express them, with regard to 
Germany's reparation payments in coal. If France gets great 
quantities of free coal from Germany, it means that French 
industry secures a marked advantage over British industry in 
the conversion of raw materials into finished products. It means 
that the British coal export trade will fall off. From the 
moment when the coal clauses of the Treaty were first proposed 
until the present day, there has been a constant divergence of 
views between Great Britain and France as to the amounts and 


prices for coal received by France from Germany. It has been 
02 
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England’s constant effort—and, from her point of view, an 
entirely proper effort—to prevent France getting coal at a basis 
which would make it cheaper than British export coal. I surmise 
that the Spa arrangement under which France undertook to 
make a gold payment to Germany for German coal was primarily 
due to British influence and her desire to prevent France getting 
German coal at a price much below that of British export coal. 

However, coal may be accepted as one medium of direct 
reparation which may be taken by the Allies to the value of, 
say, $100,000,000 a year, for the next three or four years. Once, 
however, the French coal-mines are reconstructed, it must be 
recognised that France’s attitude towards German coal will 
be the same as the attitude of all the Allies towards German 
economic values which are directly competitive with their own 
industries. 

Under the machinery and the reconstruction material clauses 
of the Treaty, all of the Allies have had for nearly two years an 
option, within reasonable limits, on all such machinery and 
reconstruction supplies as Germanys great industries could 
produce. At the time when these clauses were being drawn, 
M. Loucheur, now Economic Minister in the Briand Cabinet, 
stated frankly to me that these clauses were sought primarily 
for political effect. He stated that he was vigorously opposed 
to permitting Germany to supply the machinery and equipment 
to be reinstalled in the devastated regions. This, he said, would 
be to give Germany a stranglehold on the economic life of 
Northern France, as once German machinery was installed, all 
replacements and spare parts would have to be supplied by 
Germany, and orders for enlargements and new installations 
would similarly go to Germany. That this statement correctly 
represented the French viewpoint, is shown by the figures for 
agricultural and industrial machinery which Germany has sup- 
plied to date. A recent report of the Reparation Commission 
showed that up to October, 1920, France had not accepted one 
single piece of machinery from Germany under Annex 4 of the 
Reparation Clauses. Belgium has taken a few thousand dollars’ 
worth only. Thus although France, Belgium and the other 
Allies have for many months had the right to get free of cost all 
such German machinery as they wished to order, yet they have 
in practice availed of these rights only to the most insignificant 
extent. 

With the dyestuffs situation, we are, I believe, all generally 
familiar. During the war the Allied Governments encouraged the 
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development of national industries in dyestuffs. Since peace, 
practically all of the Allied nations have taken steps to prevent 
the competitive import of German dyestuffs, which would destroy 
their new-born domestic industries. 

There remains to be considered, labour. The French originally 
insisted, over a good deal of objection from the Americans, that 
they must have a treaty right to German labour for the purpose 
of actually restoring the devastated regions. Elaborate pro- 
visions were drafted requiring Germany to provide up to 500,000 
labourers to work in the devastated regions under the direction 
of an inter-allied commission. These provisions were eliminated 
at the last moment, as savouring too much of slavery. But 
Germany offered voluntarily to supply such labour, and I had 
the opportunity of participating in numerous conferences between 
the Reparation Commission and the German delegates when we 
sought to effect an arrangement whereby Germany could make 
reparation in this manner. After long and detailed discussion, 
the French Government was compelled to reject reparation in 
this form, on account of the objections raised by the French 
labour unions to the importation of foreign labour. 

I should mention another form of reparation which was pro- 
posed by the Germans in their counter-proposals made in Paris 
in May, 1919. ‘They offered, by way of reparation, to give the 
Allies investments in German industrial enterprises. This offer 
was not accepted, because it was regarded as a device to insure 
the Allied peoples becoming so bound up in the internal affairs 
of Germany and so sympathetic towards the prompt economic 
revival and prosperity of Germany, that the Allied Governments 
would be embarrassed in their political relations with Germany. 

This review will, perhaps, give a new appreciation of the 
complexity of the reparation problem. We have considered 
the use of German labour outside of Germany and have seen 
that it has been rejected. \\’e have considered the use of German 
labour and materials inside of Germany to produce goods which 
will then be exported from Germany. We have seen that these 
arrangements in actual operation have not been satisfactory to 
the Allies, and that the amount of reparation in this form which 
they will accept will probably be very limited. We have con- 
sidered the taking of ownership of what is located in Germany 
and not physically capable of removal. We have seen that the 
Allies are opposed, in principle, to doing this on any large scale. 

As to all of these matters, we have not speculated. We know 
the actual attitude of the Allies as developed and officially 
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expressed by action during twenty months of experimentation. 
The summary of our conclusion is that the Allies are unwilling 
to take directly from Germany economic values in any large 
amount. 

Now, if the Allies are unwilling to accept from Germany any 
large amount in values which Germany has to tender them 
directly, how can the greater reparation demands be met? The 
remaining possibility for us to consider is a triangular operation 
whereby other countries than the Allies will buy German economic 
values, the proceeds thus accruing to Germany therefrom to be 
transferred to the Allies in terms of a currency which is of such 
value that it can readily be converted into sterling, francs or 
lira, as the case may be, to meet the Allied reconstruction and 
pension budgets. 

Now, when we say that the Allies themselves will not accept 
direct reparation from Germany in any large amount, but that 
they are counting upon the rest of the world doing so, what is 
really meant by the phrase “rest of the world”’ is the United 
States. There are, to be sure, the European neutrals and South 
America, but the combined buying power of these nations is by 
no means large and the currency of some of them is materially 
depreciated. It is the United States and the United States alone 
which has a population of sufficient numbers and wealth, a 
standard of living sufficiently high, and currency at such a 
premium as to constitute a medium for the payment of large 
reparation through such a triangular operation as I describe. If 
we will pay our American dollars for German goods, for German 
services, for German investments, then the Allies will be glad 
to accept these dollars. In this way alone can Germany pay 
annuities running into such figures as $1,500,000,000 a year. 

But will America complacently play this role? I believe not. 
We have had some experience with receiving German ships. 
For upwards of two years the Leviathan has lain tied to her dock, 
while many thousands of dollars are expended to prevent the 
rats from consuming her interior. We have had our experience 
with German chemicals and dyestuffs, and are at present rigor- 
ously preventing their importation under the only remaining 
exercise of war control, pending the passage of legislation which 
will permanently exclude them and protect our new dyestuffs 
industry. The President has just recommended an increase in 
our tariff, designed to prevent competition from foreign labour 
maintaining a lower standard of living and unquestionably the 
effect of this tariff will be to exclude to a great extent textiles 
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and other imports which Germany is peculiarly adapted to 
supply. 

I do not mean that we will not buy any German goods, or 
make no German investments. There will, of course, be a normal 
trade movement. Germany will be our customer for large values 
of food and raw material, and we should be prepared to buy of 
Germany up to a point where Germany can pay for her purchases 
from us. What I refer to is a great and abnormal receipt of 
German values sufficient to give Germany a favourable balance 
of several hundred million dollars a year, which can be transferred 
to the Allies. 

The Allies during twenty months of practical experience have 
come to a realisation of the havoe which would be caused by 
receiving a great quantity of economic values direct fromGermany. 
Their present attitude is perfectly clear to any one who will 
carefully observe. I see no reason why our attitude will not be 
the same. I think it safe to assume that the United States is 
not prepared to offer herself as a medium through which German 
reparation will be paid, with all that this would involve in the 
flooding of this country with German goods, with a consequent 
depression of American industry and loss and injury to both 
capital and labour. 

I have not spoken of Germany making reparation by payment 
in “ money.” Germany has practically no gold, which is the 
only universally recognised monetary value. She has paper 
marks. These marks, however, are worthless except as used in 
Germany. They may be used to buy goods in Germany; they 
may be used to hire labour in Germany; they may be used to 
invest in Germany. Other than this, they have no value. And 
the very low estate to which the German mark has fallen is 
evidence confirming the conclusion already reached that the 
world does not want that which German marks can procure, 
namely, German goods, German labour or German investments. 

It is such considerations as these which lead me to doubt 
the practicability of the recent demands upon Germany. These 
demands probably do not exceed Germany’s capacity. But 
capacity to give is immaterial unless there is a corresponding 
willingness and capacity to receive. It is from this latter point 
of view that the demands seem faulty. 

It should not be inferred from this statement that I approved 
of the German course at London and disapprove of the Allied 
action on the Ruhr. This action is due not to Germany’s failure 
to accept literally the demands made, but is, rather, due to the 
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impression of evasiveness and insincerity apparently created by 
her counter-proposals. It may well be that severe measures are 
required to bring about a proper German attitude. This is more 
to be desired than gold. But let us hope that in the meantime 
the Allies will carefully re-examine their demands in the cold light 
of reason, so as to be assured of a formula which, when properly 
accepted by Germany, will actually achieve a permanent solutica. 

I believe that our difficulty in solving the reparation and like 
post-war financial problems is perhaps due to a failure to recognise 
that the almost fantastic balance-sheets that have resulted from 
the war are but partial records of extremely violent and wasteful 
economic forces that have been at play. The Allied indebtedness 
to us of some $15,000,000,000 records the fact that the industrial 
efforts of the United States were intensely concentrated in pouring 
into Europe a vast flood of munitions and equipment, food and 
transport, which were then consumed in the fiery furnace of war. 
To reverse what then occurred, and to require the Allies to pour 
back upon us an equivalent stream of commodities will be more 
destructive to our labouring and industrial tranquillity than war 
itself. 

The German debt to the Allies of some $20,000,000,000 
records the vast economic wastage of war; yet for Germany to 
deluge the Allies with an equivalent in economic values will be 
to set up almost equally destructive processes. 

These vast debts could never have come into being under 
normal conditions. No more can they be fully paid under 
normal conditions. They can only be fully paid by economic 
efforts as violent and as destructive as those which were required 
to give them birth. A hurricane has swept the world. We 
survey with grief the wreckage which lies in its train. But let 
us not commit the capital error of believing that all will be righted 
by another hurricane, if only it blows from a different direction. 

I do not conclude that all the loss and damage and debt of 
the war must lie where it has fallen. Much can and must be 
done by Germany in satisfaction of her financial obligations to 
the Allies. Much will be done by the Allies in satisfaction of 
their debts to us. But we cannot deal with these problems with 
passion; we must not invoke extreme and violent economic 
efforts. Let us choose carefujly the mode and the moment, lest 
we add venom and not balm to the gaping wound that is draining 


the vitality of modern civilisation. 
JOHN Foster DULLEs, 


Formerly Counsel to the American Peace Commission. 








POPULATION AND CIVILISATION 


THE question which I have suggested somewhat light-heartedly 
for our consideration to-night! is whether an increase in the 
population at the present time would necessarily result in a 
lowering of the standard of our civilisation? This at first sight 
seemed to me to be a fairly simple subject for discussion; but 
the more I have studied it, the more complex does it appear 
to become. In any case, little more can be done in the time 
available than to indicate in the most general terms the different 
lines of thought which have to be pursued. Yet I feel that 
some wide question connected with population ought to be 
considered by this Club during the course of this year, the cen- 
tenary of our birth; if only to remind ourselves that Malthus 
was one of the small group of our founders. Few writers have 
been more often or more seriously misrepresented; but as time 
goes on he will, I believe, come to hold a more and more honoured 
place in the list of pioneer explorers in social matters connected 
with population. 

In order to decide whether civilisation is more likely to advance 
or to recede under any conditions, we ought perhaps to begin 
by defining that term. Will any one here present frame a neat 
and satisfactory definition which will be generally acceptable ? 
If so I shall be grateful, for I have quite failed to do so. There 
is, indeed, only one point connected with the measurement of 
civilisation to which I should like to call attention; a point 
which can be illustrated by reference to Greece in the days of 
her pre-eminence. Ought we to attempt to estimate that ancient ° 
civilisation only by holding in view the extraordinary number of 
men of genius who then made their appearance; or only by 
striving to realise the condition of the slaves and of other debased 
types then existing ; or by some method of judging by the average 
condition of the whole population? If we consider what would 
have been the result had that country been endowed, not with 


scpada 


1 At a meeting of the Political Economy Club, March 2, 1921. 








188 THE ECONOMIC JOURNAL [JUNE 


some kind of organisation giving rise to the same average civilisa- 
tion, combined with absolute equality in all things between all 
classes, would it not have been that no Platos or Aristotles 
would have made their appearance on earth? And would not 
that have been an immense loss to all subsequent generations ? 
There are, it must be admitted, solid arguments in favour of 
what may be described as an aristocratic method of measuring 
civilisation; but to judge by average conditions is probably on 
the whole best, and it is at all events mainly from that point of 
view that I shall attempt to deal with these questions to-night. 

Our civilisation, no doubt, depends on a number of variables, 
none of which can be studied wholly independently of the others. 
These variables may, I suggest, be grouped under three general 
headings, namely: (1) wealth, or the accumulation of material 
things; (2) stock, or the inborn characteristics of the people; 
and (3) tradition, granted that the meaning of this term may 
be enlarged so as to include all that which, springing from previous 
generations, is received by individuals from outside through 
their minds. It is with regard to the first of these three variables, 
namely, wealth, that I am especially anxious to hear the opinions 
of this Club, for it raises questions with which I am incompetent 
to deal. 

If we consider the case of an imaginary human being who is 
compelled by circumstances to devote his whole available energy 
to the search for food, we see that such a man must remain a 
naked savage as long as that state of things lasts. A certain 
amount of surplus time and energy, after obtaining the necessaries 
of life, is the first requisite for civilisation of any kind. This 
surplus energy can only be utilised either in the creation of 
wealth, or by taking advantage of any available leisure. And 
as to available leisure, does not the possibility of making good 
use of it depend in large measure on there being an available 
backing of wealth? If so we quickly jump to the primd facie 
conclusion—a right conclusion, I believe—that civilisation 
depends largely on wealth. 

It may possibly be said that this is a despicably low and 
materialistic view of civilisation; that in such matters we ought 
to look only to beauty, truth and goodness; and that these 
absolute values are all entirely independent of wealth. I wish 
that it were so. To pursue this subject would be to tread a 
philosophic path for which time is not available, and I must 
confine myself to a single comment. If we may be allowed to 
regard the Royal Society, the Royal Academy, and the Church 
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as being respectively custodians of truth, beauty and goodness, 
what would these highly honoured trustees say if we were to 
deprive them of all their worldly goods? Would they all cry 
out with one voice, “* No matter, for goodness, truth and beauty 
are in no way dependent on wealth”? On the contrary, they 
would protest vigorously, because every corporate effort to 
promote these primary values is inevitably more or less costly. 
Wealth cannot be ruled out of consideration on moral grounds. 

Again it may be urged that there is an optimum level of 
wealth; or, in other words, that if the national dividend were 
to rise above a certain figure, a tendency to lower the standard 
of our civilisation would thus be produced. Though arguments 
in favour of this view can certainly be adduced, and though 
a sudden increase of riches may be very damaging to character, 
yet my opinion now is that a steady average level of wealth 
cannot be too high. Of course we condemn the man who, for 
example, spends £500 on buying a fur coat; for we feel that he 
might have made far better use of his wealth. But if, as the 
result of some general cause reducing average wealth, such a 
man had been induced to expend only £200 on his coat, his action 
would not thus have been made one whit more moral. He 
would, however, in nearly all cases also have been induced to 
spend less on the things which do make for civilisation. Indeed 
it is generally the highest aims which are first sacrificed; for the 
average man sticks to his beer, his baccy, and his betting to the 
last. Wealth is like a bright light, showing up rather than 
increasing all qualities, bad and good, and wealth is on balance 
a factor always making for progress. Even if this be denied as 
a universal proposition, yet few will assert that a further dose 
of poverty would at this moment improve the nation as a 
whole. 

Though we may decide to look mainly to average wealth in 
this discussion, yet questions connected with its distribution 
cannot be altogether neglected; for civilisation depends on 
contentment, and contentment depends on distribution. If we 
ask ourselves what would be the influence of an increase in 
population on distribution, we shall, I believe, come to the con- 
clusion that it would be harmful. An increase in numbers would 
produce no immediate increase of capital, and economic analysis 
indicates that an increase in labour without a corresponding 
increase of capital tends to diminish the proportion of the total 
wealth which goes to labour. This is probably in the main a 
transient effect; but I can see no way in which the advocates 
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of increasing populations can get any comfort by appealing to 
the economic laws governing distribution. 

Our main inquiry, however, should be in regard to the more 
direct effects of wealth on civilisation. And here I wish to 
allude to the only serious error made, as I believe, by Malthus ; 
an error which led him and many of his followers to fail fully 
to realise all the harm which may be done by an increase in 
population long before actual want is felt. His mind seems to 
have been almost exclusively fixed on food and the other neces- 
saries of life, whereas we ought to hold in view all the com- 
modities which make for civilisation. Malthus said that the 
happiness of countries depends ‘“‘on the proportion which the 
population and the food bear to each other.”’+ Should we not 
rather say that civilisation depends on, amongst other things, 
the average production per head of all useful goods? When 
surveying the production of wealth in connection with civilisa- 
tion, even if we could do no more, we should certainly like to 
exclude all trades not actually beneficial ; such as those connected 
with drink and book-making. This is, however, impracticable, 
but since there is a general tendency for the production of all 
classes of goods to change simultaneously, we shall introduce 
no great error by making the answer to our inquiries concerning 
the correlation between wealth and civilisation depend on whether 
an increase in numbers would or would not increase the national 
dividend. 

If this conclusion be accepted, and if mere transient results 
be neglected, is this not equivalent to saying that, in so far as 
wealth is the factor regulating civilisation, all we have to inquire 
is whether production is or is not now on the whole obeying the 
law of diminishing returns? There are many here present far 
more capable of answering this question than I am, and I beg 
them to answer it. It must be remembered that we are not 
inquiring whether average wealth would continue to increase 
in spite of an increase in numbers. Improvements in the process 
of manufacture and existing accumulations of capital might by 
their momentum continue for some time to come to produce 
progressive results in spite of many unfavourable conditions. 
We must not make the mistake of the golfer who so often thinks 
that a good round is due to a new club; whereas in such cireum- 
stances success is more often achieved in spite of the change. 
The highest possible state of human welfare should be our aim, 


1 An Essay on Population, Book II., Chap, XIII. 
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and the sure prospect of an advance in wealth should not neces- 
sarily satisfy us. In fact it is only the effect which an increase 
in numbers would in itself produce on production which should 
here be held in view.1_ My own opinion, which is of little value, 
is that production is now in the mass obeying the law of diminish- 
ing returns. From this it would follow that any increase in 
numbers would ultimately result in a relative reduction in wealth 
per head, and, if my previous conclusions be accepted, in a 
consequential lowering of the standard of our civilisation in com- 
parison with what it would have been had the population remained 
stationary. 

The second of the two variables on which, it is suggested, 
civilisation depends, is stock or racial qualities, this being the 
variable which in truth interests me most. And in connection 
with this variable also, the name of Malthus may be appropriately 
mentioned; for it would have taken but very little pressure to 
have made him become a keen eugenist. This is proved by 
his declaration that it does not ‘‘ by any means seem impossible 
that, by an attention to breed, a certain degree of improvement 
similar to that among animals might take place among men;’’? 
a statement which, it is true, he then proceeded to water down, 
as so many have done since his day, with the aid of a ponderous 
joke. With man as with animals, what is obviously needed is 
that the more highly endowed groups should be also the more 
fertile. It is now generally admitted that it is the poorest 
sections of the community which are multiplying most rapidly ; 
and we are thus led to inquire whether this part of the popula- 
tion differs from the average of the whole in racial qualities.® 
This is a question to which it is extraordinarily difficult to give 

1 The answer most commonly made to the arguments here adduced in regard 
to all three variables is that all that is necessary could be achieved by improve- 
ments in environment. But this is no answer; for in any case environment 
should be improved as much as possible. The question is whether, whilst making 
all improvements in human surroundings which would be on the whole beneficial, 
an effort should also be made to increase or to decrease the population. To prove 
that any suggested improvement of environment would automatically improve 
the inborn qualities of future generations would only add another reason for its 
adoption; a reason the validity of which the majority of scientific experts would 
deny. To prove that a proposed reform would reduce the rate of multiplication 
of the less fit to the level of that of the more fit, would indicate that that was 
the reform for which eugenists have been seeking; but the arguments generally 
brought in support of the contention that such reforms as motherhood endow- 
ment would have this effect, seem to me to be fallacious. 

2 An Essay on Population, Book III., Chap. I. 

3 See On the Relation of Fertility to Social Status: Heron, Dulau & Co., for 
Univ. of London; and ‘ The Fertility of Various Social Classes,’’ Stevenson, 
Journal of Royal Statistical Society, May 20. 
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a satisfactory answer; for no way has yet been discovered of 
directly deciding to what extent the qualities of the slum-dweller 
are due to his bad surroundings, or to what extent his bad sur- 
roundings are due to his inferior natural endowments. But, to 
quote from Marshall’s Principles of Economics, “it is probable 
that the percentage of children of the working classes who are 
endowed with natural abilities of the highest order is not so 
great as that of the children of people who have attained or 
have inherited a higher position in society ”’ (p. 294, third edition). 
If this be so, and if we accept the teaching of modern science 
as to the heritability of all natural qualities, it follows that any 
increase in the population under existing conditions will be accom- 
panied by a decrease in proportion to the whole population of 
persons capable of acting as leaders in thought or as the captains 
and foremen in industry. Any increase in our numbers must, 
therefore, now react injuriously on our civilisation, both directly 
by lowering average natural endowments, and indirectly by causing 
a diminution of average wealth. 

Great efforts ought certainly to be made to verify or to refute 
this conclusion. As a single example of the kind of investigation 
which might be further pursued with profit, it may be mentioned 
that certain elementary schools in London have been examined 
by the Binet-Simon system, a system especially designed to 
eliminate as far as possible the influences of environment; with 
the result that the children in the poorest districts do seem to 
be somewhat below the average in natural endowments. But 
whatever might be the final result of such investigations, I 
cannot doubt that the constant selective transfers now taking 
place, for example, from the slums into the ranks of the skilled 
artisan and vice versa, must in time cause different standards of 
natural ability to obtain amongst the different social strata. Such 
being the case, as time goes on natural efficiency will come to be 
more and more closely correlated both with the rate of wages and 
with infertility, even if no marked correlation exists at present. 

Lastly, we have to take into account the civilising effect of 
tradition in the extended sense in which I have used that term, 
this being the variable to which most people will turn in the 
first instance. Here the point mainly to be insisted on is that 
there are laws of environmental inheritance just as there are 
laws of natural inheritance ; for, to adopt Professor Pigou’s words, 
‘environments, in short, as well as people, have children.” } 


1 Wealth and Welfare, p. 59. 
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These two methods of inheritance are moreover in certain respects 
closely similar in their results, a fact which it took me a long 
time to realise. To discuss the connection between poverty 
and stock, as we have just been doing, is in many respects an 
unfortunate way of approaching this subject; for it is very apt 
to give rise to both prejudices and misconceptions. Poverty- 
stricken stock is frequently excellent stock, and were it possible 
to classify human beings according to the qualities of their 
homes without reference to their wealth, this would always 
be a preferable method of classification. Good stock in spite 
of great poverty always makes for itself homes good in a sense ; 
whilst stock bad in moral and intellectual natural qualities 
keeps continually falling down into the slums, and is there found 
dwelling in homes bad in every sense. It is from homes the 
badness of which is due to the bad natural qualities of their 
inhabitants that there is such an abnormal output of children. 
And these bad inborn qualities are not only being continually 
passed on to future generations by natural inheritance, but the 
evil habits acquired in these sordid surroundings also keep flow- 
ing on to posterity by home contagion or environmental inheri- 
tance. Whether we look to stock or to tradition we must conclude 
that such a multiplication of numbers as is now taking place is 
likely to be accompanied by a deterioration in the average qualities 
of the nation. Our final conclusion, therefore, is that which- 
ever variable we hold in view, whether it be wealth, stock, or 
tradition, we arrive at the same result, namely, that any increase 
in the population such as that which is now taking place will be 
accompanied by a lowering of the standard of our civilisation, 
or at all events by a check to any advance which would otherwise 
be in progress. 

Those who investigate a disease should as a rule suggest a‘ 
remedy; and for the disease of over-population at home we 
naturally turn to emigration as a palliative. But are not the 
doors leading to suitable overseas abodes for white men likely 
slowly to be shut in our faces? If so we must not wait until 
all means of escape have been barred before facing the situation ; 
for it will be twenty years before many of those born to-day 
will wish to leave our shores. Then, again, the laws in force in 
other countries excluding undesirable immigrants tend to become 
more searching as time goes on, so that the exits for our surplus 
population, when not closed, will only in future let out our better 
stock. If our laws concerning immigration continue to be less 
drastic than those of our neighbours, we shall remain like a 
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sieve, letting fine material fall out whilst retaining the refuse. 
The nature and the extent of any injury due to a check on emigra- 
tion, combined with an increase in numbers, might not be fully 
felt for many years to come. 

If wealth were the only variable to be considered, and if it 
were entirely independent of the other variables, all that would 
be necessary to put things right would be to keep down numbers, 
no matter how. But the construction of the brake to be applied 
is seen to be of vital importance directly we come to take stock 
and tradition into consideration. The average fertility of all 
civilised countries has been greatly diminished in recent years 
by voluntary birth control; and this control has everywhere 
been more effectively applied amongst the more prudent classes. 
Forethought with regard to the welfare of the children is, in fact, 
the most effective stimulus to family limitation; and those 
who hold that forethought and certain other desirable qualities 
producing the same effects are being in any degree passed on to 
posterity by natural and environmental inheritance, must con- 
clude that birth control is now lessening the output of children 
likely to be endowed with these useful characteristics, and that 
consequently the nation of the future will have thus far been 
injuriously affected by family limitation. Would a more extended 
use of birth contro! merely intensify these evil effects? Or would 
it be possible, by inducing the less prudent classes to follow the 
example set them by their more far-seeing neighbours, to reverse 
this process and to make birth control produce effects on posterity 
in all respects beneficial? These are most difficult questions, 
which cannot here be discussed; though I should like to be 
allowed to give my own conclusions in brief. To induce the 
poorest classes to limit their families in proportion to their 
poverty would produce results on the health, wealth and con- 
tentment of the people of to-day, as well as on the standard 
of civilisation of future generations, of a highly beneficial kind ; 
but unless the propaganda to produce these results were to be 
accompanied by strenuous efforts in other directions, including 
a condemnation of excessive birth control amongst our best 
stocks, the decline now probably taking place in both the natural 
and the acquired characteristics of the people would thus be 
merely slackened and not stopped. To compare our civilisation 
of to-day with that of ancient Greece is not encouraging; whilst 
to look forward to actual regression during the next two thousand 
years would be heart-breaking. We want another Malthus to 
arise who would avail himself of all the knowledge reaped during 
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the last hundred years and who would face these intricate pro- 
blems with the same courage as that displayed by his great 
predecessor. Such a reformer might, whilst warning the nation 
of its danger, convince the public that with reasonable fore- 
thought and courageous action no alarm need be felt; for if the 
Government were to adopt adequate measures affecting fertility 
in good homes and in bad, the doors of hope would be thrown 
wide open, disclosing a prospect before us of indefinite advance- 
ment in human welfare. 
LEONARD DARWIN 
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AN INDEX OF THE PHYSICAL VOLUME OF 
PRODUCTION 


THE Review of Economic Statistics, issued monthly by the 
Harvard Committee on Economic Research, which has now reached 
the beginning of its third volume, is by no means confined to 
the construction and analysis of the index-number of General 
Business Conditions by which it is probably best known. In 
the five numbers beginning September 1920, an exhaustive 
estimate is made (mainly by Mr. Edmund E. Day) of the progress 
of production in the United States since 1899, of which the final 
summary is given in the January number of this year;! the 
analysis is so interesting that it is proposed to offer a critical 
account of it here. , 

The general problem of measuring production and its growth 
is so difficult that few attempts have been made to solve it in 
any country. The undertaking of a Census of Production at a 
single date, in which only the net value produced by the services 
of land, labour and capital is computed, has always presented 
serious administrative and executive problems, and has involved 
an arbitrary distinction between material products, such as coal, 
wheat and cotton goods, and services, whether of transport, dealing, 
or of professional men or of domestic servants. The nature of 
these problems can be studied in the Gencral Report of the only 
published Census of Production in the United Kingdom, that of 
1907 (Cd. 6320). It is clearly impossible to obtain a physical 
aggregate of production not containing the element of value, 
since we cannot add together a ton of coal, a bushel of wheat, 
a cow, a barrel of beer, a side of leather, a yard of cotton cloth 
and a sewing-machine. It is only in the case of raw materials 
and some partly manufactured or standardised products, such 
as coal, steel ingots, and unbleached cotton cloth, that we can 
obtain an approximate physical measurement of the product 
of a single industry. There is no natural unit for the product 


1 The five parts of the investigation are now issued together in a special 
number. 
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of higher stages of manufacture, such as machinery. Neverthe- 
less we may be able to measure a change from one date to another 
without measuring the aggregate at any period; this, in fact, is 
commonly done in all the various applications of index-numbers, 
of wholesale and retail prices, of wages and of consumption. 
The papers in question extend the method of index-numbers 
to production. ; 

The primary question in this case is whether the separate 
series which are combined in such an index-number are together 
typical of the whole region to be covered (in this case all physical 
production), and a secondary question is whether the various 
terms of each series (in this case the quantities of a commodity 
produced in successive years) are strictly comparable with each 
other. The answers may be different for the United Kingdom 
and the United States. Here the main effort of capital and labour 
is directed to the higher stages of manufacture of a heterogeneous 
and changing kind, and its products have generally no natural 
unit. We can estimate, for example, the quantity of wool used 
in the woollen, worsted, carpet and hosiery manufactures taken 
together; but it is worked up into so many diverse products, 
and their natures change so rapidly, that such categories as broad 
heavy all-woollen cloth and pairs of hose in themselves are of vari- 
able contents, and they cannot be extended to cover all products. 
The change in the total product is not proportional to the change in 
the consumption of raw material, nor to the apparent change 
in the production of cloth described in particular terms. If we 
depended on series relating to raw materials and partly finished 
products, we should be ignoring the changes in manufacturing 
processes, and the resulting error would be cumulative. The 
primary question for us would be answered in the negative; our 
series would not be typical of physical production as a whole, 
even if we included series which the secondary question ought 
to lead us to exclude. It does not appear possible, even if our 
statistical data were greatly improved, to measure the change 
of the physical volume of production in this country with any 
tolerable precision. In the United States, on the other hand, 
the bulk of raw materials are home-produced, the services of labour 
and capital are directed to a great extent to the production of 
those commodities which are for the most part easily graded 
and measured, and the statistics are more complete; it may be 
that an index of reasonable accuracy can be obtained at any 
rate over a short period. 


In the estimates before us the basis is formed by the Reports 
P2 
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of the Census of Production in the United States in 1899, 1904, 
1909, 1914 for Manufacture, figures for intermediate years being 
interpolated, and by official Annual Reports for Agriculture and 
Mining. It is with manufacture that the difficulties most obviously 
arise. Jn each census returns were obtained of the quantities 
of raw materials used, and, where a unit was definable, of the 
quantities af the products, and the industries were grouped in 
fourteen classes. Professor Persons has obtained two sets of 
series, one taking for each industry ezther the raw material or 
the product, the other containing products only. The latter 
is in the end only used for confirming the former. Since the 
validity of the calculation depends on the sufficiency of these 
series it is well to enumerate them. I. Food and kindred products. 
Materials : milk, cream, beeves, calves, sheep, etc., hogs (dressed 
weight), grain, beets, cane-sugar; products: canned vegetables, 
canned fruits, dried fruits. [1. Textiles and their products. 
Materials : raw cotton, cotton yarns; cotton, cotton and worsted 
yarns in hosiery; raw silk, organzine, other yarns used with silk ; 
wool, tops, worsted yarns; wool and yarns for carpets; hard 
fibres and soft fibres for cordage, linen, etc.; products: fur felt 
hats. III. Iron and Steel and their products. Materials: iron 
ore, fluxes, coke; pig-iron, scrap iron, ingots, ete. IV. Lumber 
and its re-manufactures. Products: softwoods, hardwoods.! 
V. Leather and its finished products. Materials: cattle hides, 
calf skins, goat skins, sheep skins; products : boots, etc., gloves, 
etc. VI. Paper and Printing. Materials: pulp wood, wood pulp, 
rags, waste paper. VII. Liquor and Beverages. Products : 
distilled spirits, fermented liquors. VIII. Chemical and Allied 
Products. Materials: coal (for coke), phosphate rock, coal (for 
gas), oil (for gas), pig lead, linseed oil, crude petroleum ; products : 
sulphuric acid, soda ash, glycerine, explosives, crude oil, oil cake, 
hulls, linters, turpentine, rosin. IX. Stone, Clay and Glass. 
Products: common brick, fire brick, window glass, plate glass, 
bottles, blown glass. X. Metal and Metal Products other than 
Iron and Steel. Materials: consumption of copper, zinc, lead, 
silver and gold inindustry. XI. Tobacco. Products : tobacco and 
snuff, cigars, cigarettes. XII. Vehicles for Land Transportation. 
Products : automobiles, carriages or wagons, railway passenger 
cars, freight cars. XIII. Railroad Repair Shops. No series. 
XIV. Miscellaneous Industries. No series. 

It is to be noticed that in this list of eighty-three entries 


1 These are the products of the lumber industry; no output of furniture is 


named. 
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the so-called products are in general in a primitive stage of manu- 
facture. Building is only represented by bricks, wood and glass. 
Metals hardly pass beyond the smelting or refining stage. 
Machinery is only represented by automobiles. The units are 
naturally simple, being of weight or volume in most cases; but 
canned food is enumerated by the case, hats by the dozen, leather 
by the number of hides or skins, pulp wood by the cord, bricks, 
bottles and blown glass, cigars and cigarettes by number, 
and automobiles, wagons and cars also by number. In the last 
case the implicit assumption is that a thousand automobiles in 
1899 are exactly comparable with a thousand in 1919, which is 
contrary to the facts. The difficulty of measuring goods which 
result from intricate manufacturing processes has in no way been 
overcome. 

In the second set of series the materials are replaced by manu- 
factured products. Instead of milk and cream we find cheese 
and butter; in textiles the entries are of yarn, cloth and clothes; 
iron and steel are only carried to the stage of pig-iron, or rolled, 
forged and other classified steel products; instead of skins we 
have leather, but boots and gloves are not entered by quantity ; 
in chemicals we find coke, gas, paints and oils; there is nothing 
further available for non-ferrous metals. The new kinds of units 
are square yards for cloth, sides for leather, and number for clothes ; 
the others are of weight or volume. Since the contents of the 
second set of series overlap those of the first, while the substituted 
entries are in many cases the products of simple manufacturing 
processes, it is not surprising that the resulting index-numbers 
are nearly the same, and the second set of series lends little 
additional weight to the first. Also the square yards of cloth 
and the number of pairs of hose are not units which remain 
unchanged in quality through the period. 

For very many industries no entries at all are included; 
for those which are included in the second set the ratio of the value 
of the products covered by the series to the total value of products 
in the same industry varies from 44 to 99 per cent., the median 
for thirty-eight industries being about 90 per cent.; but the 
industries included appear to account for less than one-half 
of the whole value in all industries covered by the Census of 
Production, and it is clear that the remaining half consists prin- 
cipally of just those products which are difficult to measure 
because they are in an advanced state of manufacture and of 
diverse kinds. The conclusion is that the index-numbers relate 
to that half of manufacture which produces commodities fairly 
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easy to measure, and does not reflect any changes in the relation 
between different grades of manufacture. If in the twenty years 
the industry of the United States has developed in the production 
of machinery and of advanced products without using more 
raw materials, this change will not have been shown by the 
index-numbers. 

Questions of weighting the various series are not so important 
as is the inclusion of the right series of quantities, unless the 
necessity arises of modifying the weights from period to period, 
but the system employed is intricate and interesting, and it 
is worth while to exhibit it in detail. There are three steps 
in the process : first, the arrangement of the eighty-three series 
into forty industries; secondly, the arrangement of the forty 
industries into fourteen industrial groups ; thirdly, the aggregation 
of the groups into one whole. The geometric mean is used 
throughout, and we discuss its appropriateness in a subsequent 
paragraph. 

The first two steps may be illustrated by the Food Group. 
For the Butter, Cheese and Condensed Milk industry the data 
are that the consumption in manufacture of milk and of cream 
changes from the year 1909 to the year 1914 in the ratios 100 : 85-3 
and 100 : 169-5 respectively. The expenditures on these in 1909 
were in the ratio 119: 95, and the general plan is to take the 
weighted geometric mean of the ratios, whose logarithm is 1; 
of (119 log 85-3 + 95 log 169-5), as the ratio for the industry ; 
but approximate numbers are generally used, and the ratio here 
is written 1 : 1, so that we have simply the square root of 85:3 x 
169-5 = 120-2 as the index for the industry; the weighted 
arithmetic mean is 122-7, and the weighted geometric mean 
without approximation is 115-7. 

For the second step the index-numbers thus resulting for the 
industries (in 1914 butter, etc., 120-2, meat 95-5, flour 101-5, 
beet-sugar 142-2, cane-sugar 113-7, canned fruits, etc., 141-8) 
are weighted with numbers approximately proportional to the 
“value added in manufacture’”’ as found in the census of 1909 
(viz.: 10, 40, 30, 5, 8, 7), and the weighted geometric mean, 
105-8, is taken as the index-number for the industrial group 
** Food and Kindred Products’; the weighted arithmetic mean 
is 106-8. 

For the third step the 12! index-numbers for the industrial 
groups are weighted with numbers approximately proportional 


1 Groups XII and XIV, Railroad Repair Shops and Miscellaneous, are com- 
pletely unrepresented. 
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to the values added in manufacture in the whole groups, not 
merely in the industries for which series exist, and the weighted 
geometric mean is again taken, viz.: 1049.1 The weighted 
arithmetic mean is perceptibly greater, viz.: 106-5; but if the 
arithmetic mean had been used in the second step throughout 
to obtain the group indexes, and again in the third, it would have 
been greater still, viz. : 109-5. It is interesting to find that more 
than half the difference between the geometric and arithmetic 
mean comes from Group XII, Vehicles for Land Transport; 
here the index-numbers for 1914 are : automobiles 449-3, carriages 
74:1, railroad cars 144-5, of which the weighted arithmetic and 
geometric means are 248-0 and 185-5; the industries included 
account for as much as three-quarters of the whole value in the 
group, and the striking increase in the production of automobiles 
is, without any clear reason, to a great extent averaged 
away. 

The choice of the geometric mean is justified in the preliminary 
discussion on the grounds that it reduces the influence of extreme 
items and makes the shifting of the base year easy. The latter 
reason is unimportant, since the whole calculation ab initio from 
the series is not a very lengthy matter, and the compilers of the 
Review have never spared labour or expense. The former reason 
needs more examination, especially as opinion now inclines to the 
view that the geometric mean is the best in theory. We ought 
to distinguish three cases: (a) where the results of samples have 
to be combined ; (b) where ratios, rather than absolute quantities, 
are the elements of the problem ; (c) where a complete objective 
measurement is in question. 

(a) When we are observing a general movement by means 
of measurements of special manifestations, each measurement 
may be regarded as one estimate of the general movement; 
if the general movement is 100 : 150, two estimates, 100 : 125 and 
100 : 180, showing respectively ths and {ths of the general ratio, 
may be considered as equally deviating and their geometric mean 
appropriate in their combination. On the other hand, estimates 
100 : 125 and 100: 175, whose arithmetic mean is 150, and which 
show equal numerical deviations, may be considered as equally 
in fault. Mr. C. M. Walsh, in his recent book, The Problem of 
Estimation, goes closely into this problem, and so far as can be 
gathered from his diffuse and controversial discussion, his main 


1 On p. 317 of the November number the index for Group VII is printed as 
188-4, instead of 118-4, correctly given on p. 320. ‘The right number has, however, 
evidently been used in the computation. 
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conclusion is ‘‘ that while estimates proper are to be averaged 
geometrically, measurements are to be averaged arithmetically ” 
(p. 37). If in the first step explained above the different series 
of raw materials, etc., are properly regarded as varying estimates 
of the growth of production in an industry, it appears to follow 
that here the geometric mean is rightly used; but the same 
principle does not apply to the second step in such a case as Road 
Transport, where we have definite measurements of most of the 
constituents. Further, in an estimate there may be good reason 
for reducing the importance of extreme variations, but not in a 
combination of definite physical measurements. 

(b) In the case of index-numbers of wholesale prices (but 
not in concrete measurements of the cost of living) we have the 
authority of Jevons and others, supported recently by Mr. Flux, 
in the current number of the Statistical Journal, for the use of the 
geometric mean. This may be advocated on the general ground 
that price-changes are essentially ratios, or more particularly by 
the following analysis :— 

Let P,, P; be prices at the beginning and end of a period, that 
are undisturbed by any influences that affect special commodities, 
and which measure the result of a general impulse F which acts 
on all prices. 

Let it be granted that a given small impulse, dF, always 
produces the same ratio change in P, so that with proper choice 
of unitsdF =dP/P. This is the essential postulate. 

: a _ ge 

Then F:, the whole impulse in time ¢, = /ak = npr = 
log P,/Po. 

Now let 1P.2.P9 - - - and yPi0op;, . . . be prices of particular 
commodities at the beginning and end of the period, and suppose 
them affected by impulses k,, k, . . . as well as by Fi. 

Then F, + ky = log yp,/,p9, F: + kg= log op/a9) . . . , and 
if there are n commodities, X log p,/py = n F, + Xk=n log P,/Py, 
if Xk = 0—that is, if the average of the special impulses is 
zero. 

Then P,/P, equals the geometric mean of 47;/19 9, 2P/eP9 °° *- 

The hypotheses underlying this analysis do not appear to have 
any analogues in the measurement of production. 

(c) In the third step of weighting we have the means of a 
complete objective measurement for twelve industrial groups, 
and there seems no reason against using the most straightforward 
method. If W,, W.... Wy. measure the outputs in 1909, 
and therefore YW the aggregate, and the outputs as measured 
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by the group index-numbers have increased by 1914 in the ratios 
l:r,,l:r,..., then the outputs in 1914 are W,7,, Wore, 

. , and the ratio of the aggregate outputs is 2Wr/2W; 
that is, it is measured by the weighted arithmetic mean. The 
same argument would apply to the second step in cases when, 
as in the Road Transport and Tobacco Groups, the industries 
measured account for the bulk of the group. It appears that we 
ought to take at least 106-5 (arithmetic in third step), if not 
109-5 (arithmetic in second and third steps) for the index in 1914 
(that of 1909 being 100), instead of 104-9 (geometric throughout) 
as in the Review. The higher number is further supported by 
the fact that, when the second set of series (see p. 199 above) 
is used, the index (geometric) is 106-2. For the years 1899 
and 1904 the various methods all result in practically the same 
index-numbers. 

The index-numbers as given in the Review are: 1899 61-2, 
1904 75-4, 1909 100, 1914 104-9. 

The next step is to interpolate numbers for intermediate 
years; for this only thirty-three series out of the eighty-three used 
at census dates are available. These relate to wheat consump- 
tion; cattle, sheep and hogs received at seven cities; sugar 
supply; consumption of cotton, wool, other fibres, silk and pig- 
iron; lumber cut; production of distilled and of fermented 
liquors, cotton-seed, flax-seed, pigments, coke, petroleum, lime, 
glass-sand and clay; consumption of copper, zinc, lead, and of 
gold and silver in the arts ; production of tobacco, cigars, cigarettes, 
freight-cars, passenger-cars, automobiles and auto-trucks. These 
are arranged under the twelve industrial groups and averaged 
and combined by the same methods as were used for the eighty- 
three series. Unfortunately the group averages show some 
marked divergence from those obtained at the census dates from 
the larger number of series, and when they are aggregated they lead 
to: 1899 54-6, 1904 74-2, 1909 100, 1914 106-6, instead of the 
former numbers. The thirty-three series are thus not typical 
of the eighty-three. 

The annual series thus averaged are only used for interpola- 
tion in the intercensal years, by dividing the increase shown 
between two census years in any group from the eighty-three 
series into parts proportional to the five annual changes in that 
group shown by the annual series, ratios not absolute movements 
being used. The group annual index-numbers are then combined, 
and after some minor adjustments lead to the series in the following 
table. In this table figures are given also for agriculture and 
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mining, whose treatment is similar to that for manufactures, 
but easier, since the data are more nearly complete. 


TABLE FROM “ THE REVIEW or Economic Sratistics,” JANUARY 1921, p. 20.1 


Indices of Agriculture, Mining, and Manufacture, and of the Three Combined. 
(Arithmetic average for 1909-13 = 100) 





| 
Agriculture, Mining and 
Manufacture Combined. 


| 


| 
| Mining. 




















est Agri- Manu- SET 
" | culture. facture. | Weighted accord- Weighted accord- 
| ing to values in | ing to persons 
| i 1909. engaged in 1910. 
1899... | 804 | 485 | 58-4 64-6 69-4 
1900 .. 80:9 | 51-3 | 59-0 65-4 70-1 
1901 .. 71:8 55:6 | 65-6 66-9 68-5 . 
1902 .. 91-4 59-5 | 72-1 TT 81-8 
1903 .. 84-4 65-5 73°3 76-4 79-0 
1904 .. 93-3 66-1 71-9 78:5 83:1 
1905 .. 94-5 18-4 84-3 87:3 89-6 
1906 .. 100-5 82-4 90-5 . 93-3 95-6 
1007 ... 90-4 90-2 91-3 90-9 90:8 
1908 .. 95-5 74:8 17-5 83-3 87:2 
1909 .. 95-0 91-9 95-4 95-0 | 95:0 
2010... 99-1 97-8 96-9 97-8 | 98-2 
19h] .. 94-1 94-3 92-4 93-2 93-5 
1912 .. 111-0 105-1 105-9 107-6 108-7 
19t3 .. 98-2 | 110-2 109-2 105-2 102-8 
1914 .. 108-5 | 98-3 100-1 102-9 104-7 
1915 .. 113-4 | 110-4 109-3 110-8 111-7 
1916 .. 100-4 | 129-5 127-7 117-2 111-4 
1917 .. | 108-5 | 134-5 125-6 119-8 115-9 
16... | 1071 | 135-6 125-0 119-0 114-9 
1919... 110-6 | 110-8 | 1140 | 112-5 111°9 
Weights according to values. Weights according to persons engaged. 
$ Mn. % 000s ' % 
Value of— Engaged in— 
Agricultural products .. 5487 36 Agriculture .. .. 12384 57 
Mineral products .. 1238 8 Mineral production 977 5 
Added by manufactures 8529 56 Manufacture «> ‘S102 38 
15,254 100 21,462 100 





It may be noted that in the United Kingdom in 1907, according 
to the Census of Production, the net output of agriculture and 
fishing was about £200 Mn, of mining £120 Mn, and of manu- 
facture £600 Mn; the corresponding percentages are: 22, 13, and 65, 
markedly different from those in the United States. 

The figures for manufacture after 1914 depend only on the 
thirty-three series, and since these were not typical before 1914, 


? P. 65 of the Reprint, 
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it is improbable that they form a precise measure to 1919. It is 
assumed that they need adjustment to the same extent as was 
necessary in the period 1909-1914 to make agreement with the 
census figures. This procedure is hazardous, since the relation- 
ship in successive periods was not constant, but the correction 
is, in fact, trifling. If, however, the arithmetic mean advocated 
above were used for 1914, the subsequent series would have 
been perceptibly raised. 

The increase in production from 1913 or 1914 to the maximum 
year (1917 or 1918) is less than the 20 per cent. named by Professor 
Friday (see review notice, below) as the increase in output shown 
to be possible. 

In conclusion, we may judge that in the United States, with 
the help of a quinquennial census of production, an index- 
number of moderate precision has been evolved for a normal year. 
In the United Kingdom there are fewer annual records available, 
and even if we had a periodic census, the method would have 
very much less precision, Owing to the greater importance in 
industry of products of the higher stages of manufacture. 

A. L. BowLey 








REVIEWS 


The Economics of Welfare. By A. C. Piaov. (London: 
Maemillan & Co., 1920. Pp. xxxvi-++ 976. 8vo. Price 
36s, net.) 


In presence of a book of a thousand pages a reviewer feels 
somewhat of a worm, but, like that despised being, he is inclined 
to turn, when he finds that the author has incorporated an 
earlier book of his own comprising five hundred pages without 
troubling to make the usual statement explaining what parts 
are new and what old, and also the general effect of the alterations 
and improvements, if any. Attempting to do for Professor 
Pigou what he ought to have done (and could have done better) 
himself, we may say roughly that Part I. of Wealth and Welfare, 
on “ Welfare and the National Dividend,” reappears in the 
Economics of Welfare expanded by about 50 per cent. Part II., 
“The Magnitude of the National Dividend,’ becomes ‘ The 
Magnitude of the National Dividend and the Distribution of 
Resources among Different Uses,” and contains additional 
chapters suggested by the “ controls ” of the war period. Part 
III., ‘“‘ The Distribution of the National Dividend,” is divided 
in the new book between Part V., which bears the old title, and 
a new Part IIT., on ‘‘ The National Dividend and Labour.” The 
author’s increased interest in public finance bears fruit in the 
appearance of a wholly new Part IV., ‘‘ The National Dividend 
and Government Finance,” and the new book ends like the old 
with a Part on “ The Variability of the National Dividend,” 
alias booms and depressions. <A good deal of the matter which 
was not in Wealth and Welfare is repeated from articles in THE 
Economic JouRNAL and other periodicals. 

The sage who observed that of the making of books there is 
no end, was a child in these matters. In Professor Pigou’s 
paradise each author will scrap his magnum opus by superseding 
it with another twice its size every eight years. Most of us will 
sigh for a little of Malthus’ ‘“ prudential restraint.” It would 
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surely have been better to let Wealth and Welfare remain in its 
old form and to have supplemented it with entirely new books of 
more moderate dimensions. 

Part I., as summarised by the author, looks at first sight 
easy enough. It argues, he says, ‘that the economic welfare 
of a community is likely to be greater (1) the larger is the 
average volume of the national dividend, (2) the larger is 
the average share of the national dividend that accrues to the 
poor, and (3) the less variable are the annual volume of the 
national dividend and the annual share that accrues to the 
poor.” In the rude language of everyday life, a big, well-dis- 
tributed and steady income is better than a small, ill-distributed 
and violently fluctuating income, especially if the fluctuations 
fall chiefly on the poor. Must we read 108 pages to make sure 
that we are right in believing this? But having read them, I 
am tempted, in the manner of Agrippa, to say unto Pigou, 
‘* Almost thou persuadest me not to be an economist,” so prolific 
are they in suggestions of{doubt and difficulty. What is this 
“National Dividend”? Marshall, when introducing the term 
into economic literature in 1890 (Principles, 1st ed., p. 560), 
understood by it “a certain net aggregate of commodities, 
material and immaterial, including services of all kinds,’ which 
constituted ‘the true net annual revenue of the country.” 
Professor Pigou rashly says “‘ the concept has nothing to do with 
the dividends paid by joint stock companies,” but it is quite 
clear that Marshall used the word ‘ dividend” because he was 
thinking of the amount “to be divided,” just as a board of 
directors does when it finds that the company’s profits will 
provide a dividend of 10 per cent. on the capital. The name 
‘national dividend ”’ is, in fact, nothing but a synonym for the 
“net produce ” of older writers and the “ real income ”’ of later 
writers, which may be sometimes appropriately used when 
distribution rather than production is under discussion. 

Now it seems easy to believe that when the “ net produce ”’ 
or “real income ” of a community grows (its numbers remaining 
the same) its economic welfare will grow. But how are we to 
speak quantitatively of the net produce? It consists, as Professor 
Pigou says, “of a number of objective services, some of which 
are rendered through commodities, while others are rendered 
direct ” (p. 30). We cannot think the total of them as greater 
because it weighs more or occupies more cubic space. In fact we 
think of it as greater or less according as it is worth more or less. 
At first we measure its worth in pounds or francs, and then, if it 


‘ 
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is suggested that pounds or francs themselves are not worth the 
same as they were, we try to get over the difficulty by raising or 
lowering the number of pounds or francs in due proportion to 
their lower or higher purchasing power. If we were satisfied to 
reckon the purchasing power of money by its power to buy red 
winter wheat, or a bushel of red winter wheat plus a ton of 
pig iron, or any other particular commodity or collection of 
commodities, that would end the matter, but we should only have 
substituted red winter wheat or the collection of commodities 
for money, and it might still be claimed that the wheat or the 
collection had altered in purchasing power. We are driven to 
inquire, what do we mean by “the same purchasing power ”’ ? 
I understand, perhaps wrongly, Professor Pigou to say that I 
have the same purchasing power when I can buy the same amount 
of economic satisfaction (pp. 69-79). The result, apparently 
accepted by him on p. 70, is that the total net produce must be 
regarded as greater or less according as greater or less economic 
satisfaction is derived from it. If this is so, I fail to see the use 
of an elaborate attempt to prove the first of the three propositions, 
viz. that “‘the economic welfare of a community is likely to be 
greater the larger is the average volume of the national dividend.” 
It seems to become a truism. 

The use of ‘‘ national ”’ as the adjectival form of “‘ community ” 
in the proposition calls up another difficulty—Professor Pigou’s 
treatment of war in regard to the national dividend. His is a 
nationalist scheme of economics, as is suggested by the frequent 
use of “ national’’ and “ nation,’ and the occasional intrusion 
of “this country ” or “ England ”’ into a discussion of a general 
character. Now in national economy soldiers, guns and forts 
play just the same part that policemen or private watchmen, 
revolver-makers and window-bar-makers play in individual 
economy. In adding up the incomes of individuals to arrive at 
the national income in the ordinary sense, we do not think of 
excluding the incomes of the policemen, the revolver-makers and 
the window-bar-makers: these persons render services which 
are included in ‘‘ that objective counterpart of economic welfare 
which economists call the national dividend or national income.” 
We do not exclude their incomes or the services rendered by them 
on the ground that if there were no house-breakers and assaulters 
we could very well do without them : if there were no diseases we 
could do without doctors. We do not exclude them on the ground 
that there is no real satisfaction in having, or, as we say, ‘‘ having 
to have’ a watchman : there is none in having to have a doctor, 
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and some people are sorry that they have to have food. Now 
Professor Pigou expressly includes doctors’ services in the national 
dividend (p. 72), and I can nowhere find any sign of his excluding 
the money-incomes of soldiers and munition-makers from the 
national money-income, or the services rendered by these persons 
from the national dividend. When the vaunted ‘ measuring 
rod of money ”’ is applied, the services of the military officer with 
£1,000 a year count for as much as the services of the medical 
officer with the same salary. Accordingly I am puzzled when I 
find Professor Pigou talking (p. 18) about “‘ the possible conflict, 
long ago emphasised by Adam Smith, between opulence and 
defence,”’ saying that the “ dissatisfactions ’’ resulting from lack 
of security against successful attack ‘lie outside the economic 
sphere,” and arguing that “‘ injury to economic welfare may need 
to be accepted for the sake of defensive strategy.” If a work- 
man, finding his temperature was 102°, chose to lose two days’ 
wages at once rather than continue at work for those two days 
and be sick for the following three weeks, would we speak of him 
as “‘ accepting injury to economic welfare for the sake of defensive 
strategy against influenza’? Of course not : we should say he 
was taking the economically prudent course. And so, it seems 
to me, an economist who looks on economics from the point of 
view of the nation—his own for choice—and who accepts the 
old ‘‘ possessing exchange-value ”’ criterion (re-christened some- 
thing like ‘“‘ susceptibility to the measuring rod of money ’’) for 
deciding what is to be included in the national dividend or 
objective counterpart of economic welfare, is bound to regard 
war as a productive trade, just like the manufacture of bread or 
patent medicines. A nationalist economist who does not hold 
to the exchange-value criterion is at liberty to pick and choose 
between war which promotes and war which does not promote 
economic welfare, just as he picks and chooses when he throws 
out the useless or pernicious patent medicines, and an economist 
who not only rejects that criterion, but also thinks of the com- 
munity or society at large rather than of a particular territorial 
group, can put all war on the same level as burglary and other 
disorderly activities recognised by everyone, except perhaps those 
who practise them, as being destructive instead of productive of 
economic welfare. 

The obscurity which surrounds the conception of the national 
dividend is deepened by the last paragraph of the chapter in 
which the attempt is made to relate it to the ‘“‘ money income 
accruing to the community,” 7. e. the national income in the 
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ordinary sense of the sum of the incomes of the individuals 
(and perhaps the institutions) located in the national territory. 
An addition to the national dividend, we are told in a parenthesis, 
must, of course, be made for the value of income received from 
abroad : no doubt we are intended to supply “ or a subtraction 
for income paid to abroad.” It is rather curious to put so im- 
portant a matter in a parenthesis and after a casual “ of course.” 
Is it not important that the national dividend is not by any 
means exactly what the nation produces, nor even, as Adam Smith 
implied in his opening words, a portion of that produce plus what 
is purchased from outside with the remainder, but this quantity 
‘as increased or reduced by international payments other than 
those involved in such purchases? But more difficult matter 
follows. We are to exclude from the national income all that is 
“received by native creditors of the State in interest on loans 
that have been employed ‘ unproductively,’ 7. e. in such a way 
that they do not, as loans to buy railways would do, themselves 
‘produce’ money with which to pay the interest on them.” 
At this point the sceptical reader may well interject, ‘‘ Would 
loans to buy railways produce money to pay interest?” But 
our author goes on, “ This means that the income received as 
interest on War loan—or the income paid to the State to provide 
this interest—ought to be excluded. Nor is it possible to over- 
throw this conclusion by suggesting that the money spent on 
the war has really been ‘ productive’ because it indirectly pre- 
vented invasion and the destruction of material capital that is 
now producing goods sold for money; for whatever product war 
expenditure may have been responsible for in this way is already 
counted in the income earned by the material capital.” Surely 
this introduction of “ productive’ in the Local Government 
Board sense of “bringing in money” is quite misleading. 
Whether the money was borrowed for a purpose which yields some 
money revenue or not, makes no difference to the fact that interest 
paid by the private individual A to the private individual B 
makes A’s income smaller and B’s larger by the amount payable, 
and this is recognised in income-tax returns and everywhere else. 
What is necessary to teach about State and local debts is that, 
while it is tempting to apply the same principle by taking the 
“income ” of the taxpayer, not as what it is usually taken to be, 
but that amount net after deduction of the amount due as interest 
to the State creditors, in fact the existence of taxes on commodi- 
ties stands in the way of this e .sy solution. Such taxes diminish 
the purchasing power of the taxpayer, not by diminishing the 
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amount of money which he can spend, but by diminishing the 
amount of commodities which he can buy with a given amount 
of money, and if or in so far as the taxes raised to pay the fund- 
holder’s interest are of this kind, no deduction from income in 
the ordinary sense is required for the purpose which Professor 
Pigou has in view. If A, with £1,000 a year, pays £50 in income- 
tax, which is handed by tlie State to fundholders or old-age 
pensioners, it is true that he has only £950 to spend on com- 
modities and services and pay away in other taxation to State 
and local authorities, but if, still with £1,000 a year, he pays £50 
in taxes on his wine and tobacco, and that is handed to old-age 
pensioners or fundholders, it is quite wrong to say he has only 
£950 to spend and pay away in other taxation. He still has 
£1,000, and the goods and services (including those paid for by 
taxation taken as worth what he pays) which form his share of 
Professor Pigou’s national dividend are worth that sum, so that 
the suggested deduction in order to make the national income 
correspond with the value of the national dividend must not be 
made. In comparing one income at one period with that at 
another period, the necessary adjustment will be made by allow- 
ing for changed purchasing power of money, but for getting 
the national income and the value of the dividend to agree 
at the same moment, no tinkering with the figures is required 
so far as the taxation for paying interest on the national debt 
is on commodities. As no one knows, or can possibly know, 
how far it is, the whole matter is much less easy than it 
looks. 

The suggestion that fundholders’ interest forms an improper 
addition to national income recurs in a footnote to p. 626, where 
it is said that “ strictly,’ taxpayers in estimating their income for 
income-tax “‘ ought to be allowed to deduct that part of their tax 
payment which is needed to pay the fundholders.”’ How the 
part falling on each individual taxpayer is to be settled, is not 
stated, and the note admits that ‘“‘ the rate of tax would have to 
be considerably increased,’ and then ends strangely with the 
proposition, “‘ Incidentally, the burden would be shifted to some 
extent away from persons who pay taxes but hold no Government 
loans, on to the shoulders of large fundholders.””’ Why? Assum- 
ing, as the author evidently does, that the interest is met entirely 
from income-tax, has he not forgotten that when, as in this 
country is the general rule, Government interest is subject to 
income-tax, the fundholder would gain by the deduction and lose 
by the rise of rate equal amounts, just like a taxpayer who had 
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no Government funds: and where Government interest is not 
liable to tax he would not be affected at all ? 

This talk of taxes leads me to another case in which Professor 
Pigou seems to have overrated the simplicity of their effects. 
In the chapter on “‘ Taxes on the Public Value of Land,” he 
quotes with approval the New Zealand law, which, he says, takes 
what Marshall calls the “ public value of land ”’ to be the actual 
value (in the everyday business sense) of the land minus the cost 
of improvements effected by the owner, so that if two properties, 
A and B, each now worth £1,000, have been created out of dismal 
swamps by the expenditure of £100 on A and £400 on B, the 
‘public value” of A, which can be taxed without detriment to 
enterprise, will be £900, and of B it will be £600. He thinks that 
the nine-tenths of the value of A and the six-tenths of the value of 
B, ‘‘ being due to public causes, cannot be made less by any 
action or abstention from action on the part of the owner,’’ so 
that taxation of it is ‘“‘ completely ‘unavoidable’ and the ex- 
pectation of it wholly innocuous, provided only that the technical 
difficulty of appropriate definition can be overcome.” This 
appears to overlook completely that remuneration of the skill and 
foresight of the swamp-draining owner is part of the cost of 
swamp-draining. In the absence of taxation we may suppose 
that before the improvement the two swamps looked to the 
ignorant much alike, and were offered by existing owners for sale 
at £600 each. X being a clever man and knowing about swamps 
bought A, while Y, not nearly so acute, bought B. X spent £100 
and made a profit of £300; Y spent £400 and made a profit of 
nil. Anything which tends to reduce the profits of swamp- 
draining will tend to discourage X and others from ventures in 
swamp-draining, and what increasing tax will not? A tax which 
is a fixed amount once for all, like the English Land-tax (strictly 
speaking only when all the land in the parish belongs to the same 
owner), will not discourage improvement, but any tax which 
becomes heavier when the value of the land rises by more than 
the out-of-pocket expenditure of the owner (or than that plus 
some uniform percentage on it for profit), must deter people from 
undertaking the business of adapting land for economic use. 
It was not a difficulty of definition which first hung up and finally 
disposed of the Lloyd-George increment duty : the required tax 
may be shortly defined as “ a tax on increasing value of land which 
will not discourage improvement.”’ The trouble is that, like the 
famous black hat, this tax does not exist. The increment duty 
was found to fall on ‘‘ builders’ profits,” and it was promised that 
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it should be amended so as to prevent this; but there was no way 
of doing it. Of course the duty might have been a necessary 
tax although it “discouraged improvement”: all taxes dis- 
courage some form of expenditure, and those which discourage 
only bad forms of expenditure do not bring in enough money. 

About this many, no doubt, will agree with Professor Pigou 
rather than with the present reviewer, but few will be found to 
accept the amazing paradox put forward on p. 629 that an income- 
tax with an exemption for savings is “ neutral as between saving 
and spending,’ while an ordinary income-tax ‘“‘ differentiates 
against saving.” Under the ordinary income-tax, A and B, with 
£1,000 a year each, pay the same tax, say £200, which leaves 
them with £800 each to spend or save as they please. A saves 
£250 and B saves nothing—the revenue recks not of it. Surely 
this is neutrality? No, says Professor Pigou, because next year 
A will be drawing say 6 per cent. on his investment, and will 
then be taxed on the £15 of additional income (and thus only 
have £12 additional to spend or save), whereas B, having no 
additional income, will only pay the same as before. But how is 
this differentiation against savings? The position is just the 
same as it was the year before, except that A having £1,015, 
£203 is collected from him, and he is left with £812 to spend or 
save as he pleases. On the other hand, when exemption is given 
to savings, supposing the £400 is still raised from A and B together, 
A in the first year is likely to save £260, pay only £170 in tax and 
spend £570, while B will pay £230 in tax and have only £770 to 
spend. A’s position is then obviously improved in comparison 
with B’s, not only as against a time when thereis a uniform income- 
tax, but also as against a time when there is no tax at all. Possibly 
the confusion is explained by Professor Pigou’s peculiar way of 
reckoning savings. He says, “ If £100 of income is put away for 
saving,” a uniform income-tax at x per cent. ‘‘ removes £x from 
it at the moment,” 7. e. when, the tax being at 6s., Professor 
Pigou “‘ saves £70” in the ordinary sense, he says he has “ put 
away £100 of income for saving,” thus including in his savings 
£30 which has already been collected from him by the Government, 
and which he can therefore in fact neither save nor spend. We 
save and spend out of what the Government leaves us after we 
have paid out our income-tax. 

In its general drift the book is in accordance with the tendency 
of common opinion at the present time. Thirty years ago a 
common saying was that enough had been done about production 
—it was time to turn to distribution. Now a certain reaction 

Q2 








214 THE ECONOMIC JOURNAL [JUNE 


against that rather foolish cry is in full swing, and it is being 
recognised that in estimating the merits of principles and 
machinery of distribution we must always keep production before 
our eyes. Professor Pigou, like others, is subject to the influence 
—the result perhaps of experience rather than of mere academic 
intellectual activity—and this book is more reactionary (in quite 
a good sense of the word) than Wealth and Welfare. There is in 
it a more complete recognition of the fact that “ problems of 
wages ”’ which were once supposed to be adequately dealt with 
under “ distribution” are questions of the organisation of pro- 
duction. An obvious indication of this is the way in which 
‘Labour Problems” have been taken out of the old Part ITI. 
on Distribution, but the change permeates the whole book and 
gives it “‘ more bite’ than the earlier one. It would have been 
better if it had been an entirely new book, and we may hope that 
moulds have been kept of it, so that when it is sold out its author 
may not be tempted to incorporate it in a two-thousand page 
Welfare and Economics. Anyway it is a valiant effort by a very 
gallant gentleman to increase our economic welfare. 
EDWIN CANNAN 


Some Aspects of the Inequality of Incomes in Modern Communities. 
By Hueu Daron, M.A. 


EsPEcIALLY attractive in its subject-matter and opportune 
in its appearance, Mr. Dalton’s book starts with considerable 
advantages; but the advantages are not unmixed. It gains 
from the fact that the subject has hitherto been rather curiously 
neglected; for up to 1911, as we are reminded, no systematic 
treatise had contained any attempt to answer comprehensively 
and directly the question: What are the causes of inequality 
of incomes? But it loses because, in spite of this fact, economists 
have somehow contrived to establish most, if not all, of the 
leading ideas bearing on the matter. These two conditions 
determine the general character of the book: they make it 
primarily a review of existing opinion and a convergence of this 
opinion on a subject not hitherto dealt with as a unity. It 
should be added that the range of opinion reviewed is wide, 
that the writing is easy and lucid, and that the treatment is 
neither diffuse nor unduly compressed. 

The case against inequality on its existing scale is so con- 
clusive that one might have hoped the opening chapters would 
have conducted its defence, and, if only by exposing the weakness 
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of its case, would have emphasised its condemnation. Would ex- 
periments in the art of living have gone so far, would our English 
countryside be so pleasant a place, had incomes in the past been 
more nearly equal? But such considerations are not dealt with. 
They are swallowed, as they should be, in the capacious general- 
isation that up to a certain point the more equal the distribu- 
tion of the total income the more fully will it satisfy economic 
needs and the larger is likely to be its contribution to economic 
welfare. This statement does not, of course, stand without 
qualification. Possible changes in distribution must be con- 
sidered in conjunction with their effects on the amount to be 
divided; and emphasis is laid on the fact that accountancy in 
terms of economic welfare must further take into its reckoning, 
not only the subjective costs of producing income, but also the 
extremely unequal distribution of those costs among the producing 
parties. 

After indicating, from spacious considerations of this kind, 
the gain to economic welfare which may follow from a less 
unequal division of the national output and of the real costs 
involved in its production, Mr. Dalton passes to a comprehensive 
survey of past theories of distribution. This survey, being 
designed for a larger work than the present book, is, as he admits, 
somewhat disproportionate to its context. But apart from being 
a convenient summary of past English and foreign theory, it 
helps forward the general argument by enabling him to emphasise 
the consideration that the theory of distribution should not be 
confined, as it usually was by the classical economists, to the 
explanation of the rates of remuneration of the factors of pro- 
duction; but should go further and consider both the causes 
that govern the proportions of the total output going to the 
different classes of producers—landlords, capitalists and labourers 
—and, above all, the manner in which the share going to 
each group is divided among the individuals of which it is 
composed. 

It is with these hitherto somewhat neglected questions that 
the remainder of the book is concerned. Part III, dealing with 
the Division of Income between Categories, may be left without 
comment; for it is in Part IV, on the Division of Incomes 
between Persons, that the chief interest of the book lies. This 
part opens with a discussion of the inequality of incomes: those 
arising from civil rights and private gifts, those from work and 
those from property; and concludes with the author’s proposals 
for reform. 
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The discussion of incomes from civil rights and private gifts, 
though it yields no new ideas, is a convenient reminder of the 
contribution to small incomes derived from such sources as Old 
Age Pensions, Insurance, educational facilities and Poor Relief. 
Professor Macgregor’s estimate is quoted as showing that in 1911 
supports to wages, in the form of working-class income from 
private charity and from national services in favour of the 
working classes, amounted to at least 15 per cent. of the annual 
wages bill; and the conclusion is reached that there is scope for 
a large extension of income-bearing civil rights with the effect 
of reducing inequality of incomes and increasing production. 

But the treatment of incomes from work is less satisfactory. 
Inequalities in these incomes are separated into those due to 
differences in the amount and those due to differences in the 
value per unit of the work done by individuals. The latter arise 
mainly on the side of supply, the most important being : first, 
“the differences in attractiveness, apart from money earnings, 
of different occupations’; and second, the lack of freedom of 
choice of occupation. No one will doubt the importance of the 
second cause or deny the nature of the proper remedy—better 
and more equally distributed facilities for education and training. 
But to ask what methods are available for reducing differences 
in the attractiveness of different occupations, is surely to ask a 
question with no real meaning, for such differences are in a 
large measure elements of real income. The answer given only 
adds to the reader’s perplexity. ‘The differences will be reduced, 
he is told, among other methods, by ‘‘ an increase in the relative 
social esteem in which the occupations now least esteemed are 
held.” Is he, then, to assume that the value of the unit of 
work in the least reputable occupations would be raised by a 
cause which increased their attractiveness to labour? The point 
of criticism is not important enough to pursue further ; the more 
so because there are signs that the argument has suffered from 
late and hasty compression. It is more interesting to turn to 
Mr. Dalton’s treatment of inequalities arising from the owner- 
ship of property, in particular from the “ very curious, very 
important and very much neglected phenomenon of inherited 
wealth.” 


The charge against economists that this subject has been 
unreasonably neglected is both made and removed in Mr. Dalton’s 
examination of the comparative non-fiscal law of inheritance. 
He here deals descriptively with limitations on the right of bequest, 
and analytically with their effects on productivity and inequality 
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of incomes. And yet the results of the discussion are somewhat 
disappointing. It is interesting to know that substantial freedom 
of bequest is practically confined to English-speaking countries, 
and to have details of the application of the law of legitim in 
France, Italy and elsewhere; but the inquiry into the effects 
of those laws, and of custom working within them, yields no 
definite economic conclusion: “no important reduction of in- 
equality, or other incidental advantage, is to be anticipated from 
the adoption in this country of the legitim in its ordinary 
European form.” 

An examination of the fiscal law of inheritance, however, 
gives Mr. Dalton scope for very far-reaching proposals for reform. 
Given that the institution of inheritance is one of the most 
important causes of inequality of incomes, and at the same time 
one of the most powerful means of encouraging the accumulation 
of capital, in what way may it be modified so as to improve the 
distribution, without unduly injuring the production, of wealth ? 
The solution which we are invited to consider is based on Professor 
Rignano’s inheritance scheme. This scheme proposes that an 
estate passing by death through the hands of successive heirs 
should be subjected to a series of progressive taxes, the State 
taking, perhaps, one-third at the first transmission, two-thirds 
at the second and the whole at the third; the essential principle 
on which it rests being that the more remote the taxation of 
wealth from the party who accumulated it, the less will be its 
deterrent effects on the accumulation or conservation of that 
wealth. 

Mr. Dalton proposes to utilise the principle in this way. 
On the passing at death of an estate of a value exceeding, say, 
£500, there should be levied two taxes: the first, a tax graduated 
progressively in accordance with the size of the taxable estate, 
should be levied only on that property which the deceased had 
himself acquired by gift or inheritance; the second, a tax on 
the remaining estate, should be graduated in accordance with 
the size of individual inheritances, and should take 100 per cent. 
of legacies above a very large figure in order to introduce Mill’s 
principle of a maximum individual inheritance. In order to 
reduce the administrative difficulties of separating the two 
sources of inherited property, it is proposed that all transfers of 
wealth in excess of, say, £2000, whether by gifts inter vivos or 
by death, should pass into the legal ownership of the Public 
Trustee, whose duty it would be to pay to beneficiaries the 
incomes to which they were entitled, and to undertake the 
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administration of all the property, with the possible exception 
of highly speculative and private businesses which would pre- 
sumably be sold by him in the open market. The income 
received from these inheritance taxes would ultimately be 
entrusted to Public Assets Commissioners, and applied by them 
partly to the extinction of public debt, partly to the accumula- 
tion of a great national fund, available, as public policy might 
direct, for such purposes as the purchase of industries, or the 
development of the sources of supply of our raw materials. 

Mr. Dalton no doubt anticipates that so far-reaching and so 
rapid an extension of public control of industry will be sufficient 
to ensure on the part of many of his readers a whole-hearted 
condemnation of his proposals. Among those who are not 
moved by this objection he must expect doubt with regard to 
their effects on productivity. The Public Trustee may, indeed, 
check the decumulation of existing wealth by holding its physical 
forms; but will the sources of new wealth, in particular indus- 
trial initiative, not be greatly impaired by the creation of a 
large class of State annuitants divorced from the control of 
capital, and by the frequent breaches of continuity in the 
ownership of private businesses with thé consequent injury 
to business reputation and connections and loss of family 
tradition ? 

But, with all this, there is undeniably a great deal to be 
said for the underlying ideas: in particular the heavier and 
more remote taxation of accumulated wealth, with the accom- 
panying recognition that inherited wealth should be held as it 
were in trust, subject to subsequent claims by the State. But 
these State claims could surely be secured by some less drastic 
measure than the assumption of control of the property by the 
Public Trustee. Would it not be equally effective and far 
simpler if the heir retained control over his property and gave 
security for the subsequent payment of death duties by, let us 
say, taking out a life insurance policy and assigning the interest 
in it to the State? If, in some such way as this, the spirit of 
Mr. Dalton’s proposals could be got into a working body, there 
might become available a source of revenue especially suitable for 
the reduction of public debt. May it run forward and fetch the 
age of gold. 


F,. LAvIN@Ton 
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Profits, Wages and Prices. By Davip Fripay, Professor of 
Political Economy, University of Michigan. (New York: 
Harcourt, Brace and Howe. Pp. 256.) 


Tus book is most important toall who are examining the action 
of economic forces during the war and their result on profits 
and on wages. The movements of prices and wages familiar to 
us in this country are reflected closely in the United States. 
There, as here, prices rose before rates of wages, the workman 
getting his advantage from full employment, and there also it 
seems a question whether real wages or earnings were higher 
or lower in 1920 than in 1914. The same discussions about 
profiteering, the effect of the excess profits tax, the causes of 
price inflation, the capacity of industry to bear the increased wages 
bill and the increased taxation without starving investment, have 
taken place in both countries. Professor Friday discusses such 
questions in an attractive style, lucidly and impartially. The 
United States are, of course, now in a much more favourable 
position than European countries, because during the first thirty 
months of the war they were able to sell their increased product 
at greatly enhanced prices to Europe and to capitalise the receipts. 
They were thus in a condition of extraordinary financial strength 
for facing the relatively short period of their war expenses. The 
following table (p. 15 and p. 64) indicate very clearly the dates 
and magnitude of the profits made by corporations :— 


Net INCOME OF ALL CORPORATIONS. 


Dollars, millions. 


Surplus 
Before Taxes. Federal Taxes. After Taxes. Dividends. Reinvested 

1914 .. 3710 39 3671 2412 1299 
I9t5 «4. 5184 57 5127 2595 2590 
1916 .. 8766 172 8594 3784 4810 
Ly oe 10730 2142 8588 4652 3936 
1918 .. 9500 3200 6300 4250 2050 
1919 .. 8500 1800 6700 3900 2800 


In 1914 and 1915 the tables are not quite consistent with 
one another, and it appears that the dividends and surplus should 
each be reduced 1 per cent. In 1918 and 1919 the total figures 
are estimates, believed to be correct within 5 per cent. The 
lessons to be drawn from this and similar tables are that profits 
were enormous in 1916 and 1917, that taxation did not trench 
on them very seriously, and that reinvestment in 1919 bore as 
high a proportion to net income (before taxation) as in 1914, 
which was also approximately the proportion in each year from 
1909 to 1913. 
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Professor Friday is able to obtain statistics, for the most part 
official, which appear to give adequate answers to all those ques- 
tions which, for want of information, are the despair of economists 
and politicians here. It is not possible to criticise their accuracy, 
but we may hope that they are sufficiently precise and definite 
to bear the arguments based on them, for the author has spared 
no pains in his endeavours to make them complete and co- 
ordinated. Heis able, for example, to show year by year (p. 124) 
the distribution of the net product of mining, manufacturing, 
railroad and public utility corporations. In 1913 wages took 
63-9 per cent., taxes 3-8, interest 8-9, dividends 18-5, and the 
surplus was 4:9; in 1919 the numbers in the same order were 
70:2, 9-0, 5:0, 11:1 and 4-7. Wages had advanced relatively, 
interest and dividends had fallen; but this relative gain took place 
entirely since 1918, while in 1917 the percentage to wages was 
as low as 54:3. Nevertheless, owing to the great increase already 
indicated in output and prices, wages had risen considerably by 
1917, but profits had risen more. It may be noted that the pro- 
portion to wages in 1913—viz., 66} per cent. of taxes are ex- 
cluded—is very nearly the same as the proportion estimated in 
this country in 1907 for wages and salaries—viz., 68 per cent. 
It may very well be the case that the proportion has changed 
here in the same way as in U.S.A. 

It is estimated that the increase in productive output during 
the war was at least 20 per cent., apart from the increase in 
prices; but since the Armistice it is believed that the workman’s 
effort has fallen very considerably. 

Finally, we may call special attention to Chapter III, where 
a very interesting account is given of the variability of profits, 


both between and within industries, for a long series of years. 
A. L. BowLry 


Elements of Statistics. By A. L. Bowery, Se.D., Professor of 
Statistics in the University of London. Fourth edition, revised 
and enlarged. (London: P. S. King & Son. New York: 
Charles Scribner’s Sons. 1920. Pp. xii. + 454. Price 24s. 
net, or in two parts, Part I 16s. net, Part IT 12s. 6d. net.) 


Many of us, to whom the first edition of Dr. Bowley’s Elements 
has been familiar for twenty years, have hoped for long that he 
would at some time find it possible to effect an extensive revision, 
and in particular to deal more fully with mathematical methods. 
Such a revision has now been carried out and the results are before 
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us in the Fourth Edition. The re-casting has mainly affected 
Part II, ‘‘ Applications of Mathematics to Statistics.” In the 
first edition of 1901, Part I, on ‘‘ General Elementary Methods,” 
occupied 258 pages; it now extends to 241 only. To Part II 
was given a mere 68 pages; it is now to all intents and purposes 
a new work of 210 pages. The whole volume appears to have 
been reset. 4 

In Part I the main alterations are as follows : In Chapter III 
the section on the work of the Labour Department, as an illus- 
tration of method, has been replaced by an account—a much 
more interesting and illuminating account—of the investigations 
relating to the condition of the working-classes, the results of 
which were published in Livelihood and Poverty. Chapter V, on 
Averages, has been rearranged and a rather fuller discussion 
has been given of weighting. The following chapter, VI, giving 
some examples of the use of averages in tabulation, has been 
replaced by a new chapter on Measures of Dispersion and Skew- 
ness. In Chapter IX the space given to discussion of index 
numbers of retail prices has been increased, and, finally, the second 
section of the concluding chapter, on Interpolation, has been 
re-written and considerably extended. There are very few points 
calling for comment. The present reviewer would like to have 
seen the method of standardisation, e.g. of death-rates, which is 
barely referred to in Chapter V, treated more fully, in view of its 
importance and its very wide applicability. In the chapter on 
Index Numbers he would also like to have found some more 
detailed description and discussion of the principal index numbers 
of prices. The only point which he feels calls for some adverse 
criticism is that the paragraph should still stand stating that the 
discussion of the proper choice of weights has occupied a space 
in statistical literature out of all proportion to its significance, 
“for it may be said at once that no great importance need be 
attached to the special choice of weights. One of the most 
convenient facts of statistical theory is that, given certain 
conditions, the same result is obtained with sufficient closeness 
whatever logical system of weights is applied.”’ It is precisely 
the “‘ logical ’’ system of weighting that is apt to lead to marked 
differences. Such language could hardly have been used if there 
had been a full treatment of standardisation, for example, which 
is simply a process of logical weighting and, as every one knows 
who has used it, may have very marked effects. The statement 
is dangerous, though perhaps not misleading thanks to the 
subsequent discussion, and it would be safer to warn the student 
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at the outset that unless certain conditions are fulfilled, weighting 
may make any difference—as large as you please—and to show 
him cases in which it does so. The chapter on Interpolation has 
been greatly improved by the increased space devoted to the 
subject, and is now a very useful introduction for the student— 
the only introduction, indeed, that is readily available. 

As Part II is practically a new work, it may be useful to give, 
in the first place, some account of its contents. The opening 
chapter deals with the general conception of the frequency dis- 
tribution, the measurement of dispersion, and the calculation 
of moments. The elementary principles of algebraic probability 
are then developed, and the deduction of the normal curve of 
error from the binomial series. Bernoulli’s laws follow and many 
applications to cases of sampling, a section on the ‘‘ Law of Small 
Numbers” concluding the chapter. Chapter III, on the Law 
of Great Numbers (the Generalised Law of Error), develops the 
normal law from wider hypotheses ; the second approximation is 
given and its use illustrated. In Chapter IV the precision of 
sums and averages, the effect of absolute errors in weighted sums 
and averages, and of relative errors in products, quotients and 
averages, and the testing of significance of differences between 
averages, are dealt with in detail. ‘‘ Empirical Frequency Equa- 
tions ”’ is the subject of the next chapter, which gives a very brief 
exposition—of only seven pages—of Pearson’s curves, Edge- 
worth’s method, Pareto’s law for the distribution of wealth, and 
Makeham’s law. -Dr. Bowley then proceeds to the subject of 
correlation, considered mainly from the standpoint of the normal 
law; the correlation ratio, the measurement of correlation 
between ungraded variables on the assumption of normality, the 
method of contingency, and the problem of the correlation of 
time-series are also discussed, and the following chapter gives 
examples. The effect on the expression for the normal cor- 
relation surface of the retention of terms in 1/s/n is shown in a 
note at the end of the latter chapter. Partial and multiple 
correlation receives rather condensed consideration in Chapter 
VIII, and Chapter IX turns to the very difficult subject of the 
measurement of precision of statistical constants from the stand- 
point of inverse probability. The final chapter deals with 
Professor Pearson’s method of testing ‘‘ goodness of fit,” a very 
much simplified proof by induction being given, and some 
mathematical notes on special points (including, among others, 
Sheppard’s corrections for moments, the moments and constants 
of the second approximation to the normal law of error, and the 
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normality of deviations in the errors of moments, etc.) conclude 
the volume. 

Any reader who knows the earlier editions will see from this 
description how greatly Part II has been changed. It now 
affords a broad survey of the whole field. On certain subjects, 
e.g. on multiple correlation and on modes of deriving frequency 
curves other than the normal (why call them all empirical curves ? 
they are often no more so and no less so than the normal curve), 
the student will have to search elsewhere for more detailed treat- 
ment and illustration, but, on the other hand, he will find much 
treated in Dr. Bowley’s book that is not dealt with elsewhere in 
such detail, or at all. Nowhere else will he find, certainly in any 
English work, so many illustrations of the theory of sampling 
as applied to social investigation. Attention may especially be 
directed to the rules and cautions on this matter given on pp. 
278-80. Nowhere else at all, so far as we are aware, will the student 
find in volume form any description given, or use made, of the 
second approximation to the normal law. Throughout, the 
number of sociological and economic illustrations is unequalled ; 
but when Dr. Bowley states that examples have been chosen 
** principally ” from these fields, the term must not be taken in 
too strict a sense. Even Dr. Bowley has had to draw on other 
material. Apart from the numerous illustrations in artificial 
chance, lengths of bricks, skull measurements, speeds of pedes- 
trians, records in horse-races, hair colours, the right ascension of 
the Pole Star, or markings on herrings cannot be regarded as of 
much economic or sociological interest. The fact that a writer 
who is especially desirous of drawing his illustrations from the 
economic field is nevertheless compelled to take many examples 
from other sources, suggests that it is really difficult to obtain 
the required variety of illustrations from the field desired. 
Certainly the reviewer has found this to be so. 

Dr. Bowley recognises in his preface that his views on certain 
points respecting mathematical methods will not always command 
assent, but this is hardly the place in which to deal with such 
technical matters. Apart from all matters of controversy—if 
one ought even to dignify by such a name questions that are 
really of quite a minor kind—Part II now forms an excellent 
volume to put in the hands of the economic student with 
mathematical training, if he has had good mathematical training. 
“The actual knowledge postulated,” says Dr. Bowley, “is that 
obtainable in a graduate course on the calculus,” the only theorems 
not generally included being proved in the Appendix. This is, 
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if anything, rather too slight a description of the mathematical 
ability required: the reader must be really familiar with the 
calculus, and for Chapter VIII with determinants. Had so 
much mathematics not been assumed, the ground covered would 
have had to be greatly restricted, but the assumption has its 
inevitable disadvantages for the average student. 

In its new, and greatly improved, form Dr. Bowley’s volume 
is assured of a long life, and one would like to plead for two minor 
improvements in future issues. First, that the chapter on 
Interpolation should be included with Part II when that part 
is bound separately, for it is mainly of use to the mathematical 
student, and the mathematician will complain at having to 
purchase the whole of Part I, when all he wants is Chapter X. 
Secondly, that the index should be revised and made much more 
detailed. ‘The book is bound to be turned to very frequently for 
reference, and the present index is incomplete (e.g. binomial does 
not occur, though multinomial does) and insufficiently detailed 
(cf. under weighted average), so that one may have to search through 
a number of pages before finding the desired passage. It would 
be very convenient to index even the subject matters of examples 
worked in the text, as it is often by the example that one recalls 
a particular paragraph in which some point is discussed. 

G. Upny YULE 


Karl Marx and Modern Socialism. By F. R. Sarrmr, M.A., 
Fellow and Lecturer in Magdalene College, Cambridge. 
(London: Macmillan & Co. 1921. Pp. 263. Price 6s.) 

St. Pau (1 Cor. ix. 18-22) made himself all things to all men 
in order to gain converts. To the weak he became weak, to the 

Jew a Jew, to them that are without the law he, too, became 

without the law. Mr. Salter has tried to follow the Pauline 

example. But there is a difference. The apostle did not 
become all things at the same time to the same people. And 
throughout his economies of truth he clung steadfastly to his 
own firm faith. Whether Mr. Salter believes in Marx at all or 
how much must be doubtful to any reader of his book. He 
glorifies and he condemns Marx with bewildering quick changes. 

To be everything by turns and nothing long in judgments on the 

same man in the same book can only puzzle the reader. To 

revert to Pauline language, it is not for edification. 
The first sentence of the book declares that it “is not in 
any way an anti-collectivist pamphlet.” Far from it. -By the 
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use of a pair of scissors a very fair specimen of the common 
Marxian pamphlet might be compiled. Here are a few samples. 
‘“‘ Marx has certainly had less than justice done him hitherto ”’ 
(Preface). This “‘hitherto”’ is rather lordly, but may go to the 
making of a Marxian pamphlet. The following is better: “* For 
the descriptive portions of the book (Capital) the hackneyed 
phrase ‘ masterly ’ is barely ehough praise. It would be hard 
to do adequate justice to the painstaking research, the able 
handling of materials, and, finally, the comprehensive survey 
produced.” 

Marx’s use of mathematics does not call forth such extrava- 
gant praise, but at any rate it is made to appear better than that 
of the mathematical economists. ‘“‘ We do not mind Marx being 
somewhat algebraical : he at any rate has spared us the differential 
calculus which some economists consider indispensable.’ This 
is indeed being more than weak to the weak. 

The plagiarisms of Marx are fully admitted (Foxwell could 
not be denied), but they are explained away. ‘‘ However much 
his theory of value may seem to have been anticipated, almost 
word for word, by the early English Socialists, there is this 
important difference between them, that their views rest on a 
much less solid basis of systematic and closely-reasoned argu- 
mentation than do his, whilst in their constructive proposals 
they show themselves to be idealists and Utopians. ‘They would 
doubtless have claimed that their Socialism was in accordance 
with nature; they would not have claimed, as Marx did for his, 
that it was in accordance with science.” 

As will appear below, Mr. Salter himself shows that Marx 
was essentially unscientific. 

The Marxian theory of value has been shown to be hopelessly 
contradictory and illusory by the “hitherto” critics, and Mr. 
Salter gives in two chapters (V and VI) a forcible reproduction 
of their main points. He tries, however, to minimise the effect 
at the outset by saying that ‘* Marx’s theory of value is not really 
the corner-stone of his economic doctrine.”’ It may be rejoined 
that in the first volume of Capital—the only one completed by Marx 
himself and the volume most commonly quoted—it was not only 
the corner-stone but the chief part of the building. Unluckily, 
when Engels compiled the third volume out of the materials left 
by Marx there was disclosed “the great contradiction” that 
dynamited the old corner-stone, and the remains were ‘“‘ avowedly 
abandoned.” The worst of it is that, as Mr. Salter shows in the 
concluding part of the chapter entitled ‘‘ Surplus Value and the 
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Great Contradiction,” the followers of Marx have continued to 
base the exploitation of labour on this “‘ avowedly abandoned ”’ 
theory of surplus value. 

The followers of Marx do not read his Capital for themselves. 
They are impressed by the appearance of scientific elaboration. 
They think that Marx has “ proved” what the common people 
had always believed. 

The central idea of the exploitation of labour was expressed 
by Sir Thomas More in his Utopia (first published in Latin, 1516), 
with far more moving force than by Marx. In the conclusion 
of the narrative the discoverer of Utopia—Raphael Hythloday— 
is made to contrast the economic system of that commonwealth 
with that of other nations.! ‘In all other places, whilst people 
speak of a Commonwealth, every man seeks only his own wealth. 
. . . I would gladly hear any man compare the justice, that is 
amongst them [the Utopists] with that of all other nations; 
among whom, may I perish, if I see anything that looks either 
like justice or equity: for what justice is there in this, that a 
nobleman, a goldsmith, a banker, or any other man that does 
nothing at all, or, at the best, is employed in things that are of 
no great use to the public, should live in great luxury and splen- 
dour on what is so ill acquired; and a mean man, a carter, a 
smith or a ploughman, that works harder than even the beasts 
themselves and is employed in labours so necessary that no 
commonwealth could hold out a year without them, can only 
earn so poor a livelihood and must lead so miserable a life that 
the condition of the beasts is much better than theirs? For as 
the beasts do not work so constantly, so they feed almost as well 
and with more pleasure; and have no anxiety about what is to 
come, whilst these men are oppressed by a barren and fruitless 
employment and tormented by the apprehension of want in 
their old age. . . . The richer sort are often endeavouring to 
bring the hire of labourers lower not only by their fraudulent 
practices, but by the laws which they procure to be made to that 
effect. . . . Therefore I must say that, as I hope for mercy, I 
can have no other notion of all the governments that I see or 
know than that they are a conspiracy of the rich who, on the 
pretence of managing the public, only pursue their private ends 
and devise all the ways and arts they can find out; first that 
they may without danger preserve all that they have so ill 
acquired, and then that they may engage the poor to toil and 


1 Bishop Burnet’s translation, p. 204 (edition 1808). 
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labour for them at as low rates as possible, and oppress them as 
much as they please. . . .” 

It is refreshing to turn from the “ scientific’ camouflage of 
Marx to the direct appeal of the father of the English Utopists. 
And, after all, it is the Utopists and not the class-hatredists who 
amongst the Socialists have had any real influence on the advance- 
ment of economic thought and social improvements. 

It is time, however, to return to Mr. Salter’s version of Marx. 
He consoles the Marxians for the loss of one corner-stone by 
admitting and admiring the solidity of another. ‘ The 
materialistic conception of history has been hailed as the corner- 
stone of the Marxian edifice, and so indeed it is.’ Mr. Salter 
himself points out so many cracks and fissures in this corner-stone 
that the wonder is how he can bring himself to such extravagant 
eulogy on this part of the work of Marx. ‘‘ It was a great achieve- 
ment to show once for all that there was evolution in the social 
as well as in the physical world. This meant a new hope for 
countless millions. The Socialists found themselves no longer a 
struggling handful of middle-class enthusiasts (which was all 
they were in pre-Marxian days), but part of a huge and ever- 
growing multitude. On the other hand, Marx gave to Socialism 
not merely an accession of numerical strength, but what it needed 
far more, emancipation from Utopianism. He made clear to 
the world that there was a third alternative to the static, immobile 
social order of the economists and the impossible reconstructions 
of the idealists in the shape of a world of change, evolving accord- 
ing to laws which were definite, natural and scientifically ascer- 
tainable.”’ In the very next sentence Mr. Salter, according to 
his usual practice, abandons the “once for all’’ and shatters 
the new hope. ‘‘ The comparative weakness of Marx’s con- 
structive ideas does not detract from the great work he actually 
accomplished, but, of course, it makes him a less valuable guide 
for the problems of the present day. . . . Many to-day will be 
less inclined to be influenced by him than they otherwise might 
be, owing to the very minor place he concedes to ethical con- 
siderations. . . . A more outspoken appeal to the idea of social 
service would have put his teaching in closer touch with the 
spirit of our age, which is, however shy we may be of admitting 
it, predominantly ethical.’”’ Marx, we are told, was a scientist, 
and ‘all scientists are wnmoral, even as Nature herself is.” 
The meaning and the force of the unmorality of Marx are best 
shown by the quotation by Mr. Salter from a letter by Marx to 
Engels. Mr. Salter has deserved well of the republic of letters 
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by making this extract available and putting in italics the essential 
point. Marx is describing the alternative draft he prepared for 
the first International. ‘“‘ My suggestions were all accepted by 
the Committee; they merely instructed me to introduce in the 
preamble to the statutes a couple of clauses about rights and 
duties and about truth, justice and morality, but I have put them 
in in such a way that they won’t be able to do much harm.” 

In dealing with the materialistic conception of history 
(Chapter VII), Mr. Salter observes that, as a serious subject of 
study, economic history dates only from the last quarter of the 
nineteenth century. Mr. Salter has forgotten Adam Smith. 
He should refresh his memory by looking at the Preface to the 
edition of the Wealth of Nations, by Thorold Rogers (Rogers and 
Cunningham are called by Mr. Salter the real fathers of economic 
history), or, better still, he should read the original. The real 
Adam Smith was a master of moral philosophy as well as of 
economic history. He showed that he fully realised the strength 
and the limitations of the historical method long before the 
name was invented. 

On Mr. Salter’s own admissions, Marx was not in any accepted 
sense scientific. “It must be confessed that when Marx under- 
took ‘ scientific ’ enquiries it was with the intention of justifying 
preconceived ideas. This was his weakness all through.” This 
criticism was called forth by the failure of the Marxian prophecies. 
Marx is certainly one of the most famous of false prophets. 
“He claimed to see irresistible tendencies which were not ten- 
dencies at all. He was always dogmatic and usually plausible, 
but very often wrong; nor was he as ready to acknowledge his 
mistakes as was Engels.” As the interpretation of history was 
biassed, so, naturally, were the prophecies supposed to be founded 
on it. 

Mr. Salter knows so well the unanswered criticisms of the 
fundamental ideas and methods of Marx, and puts his own 
version of them so effectively, that the reader is amazed at the 
lavish praise bestowed and the attempts to minimise the evil 
results of his unscientific and wnmoral dogmatism. It is astonish- 
ing, also, to find that one who has read and epitomised the argu- 
ment of Lenin can write of Marx in the general conclusion : 
‘* Individual phrases may be found in Marx to justify an appeal 
to violence or to economic (? direct) action, but these are con- 
trary to the whole spirit of his teaching; political action is 
what he advocates, if for no other reason than that it is most 
practicable.” 
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In the last number of this JoURNAL, in a review of A. Loria’s 
book on Marx, Professor Edgeworth concludes by saying that it 
is a psychological question of some practical importance how the 
same mind could hold at the same time with respect to the same 
person judgments so different. The same question is forced on 
the reader of Mr. Salter’s book. With Mr. Salter the antidote 
follows the dote with such rhythmical regularity that it may 
be thought that the general effect must be innocuous. It is 
to be feared, however, that the people whose idea of science 
(like that of Marx) is the confirmation of pre-established opinions 
will accept the eulogies and pass by the “ mistakes.” 

In these days a writer who has understood the weaknesses 
and the contradictions of Marx ought to have the courage to 
show the real balance of the account. There can be no real 
progress in any science, economic or other, unless exploded 
fallacies are allowed to disappear into the limbo prepared for 


vanities that have had their day. 
J. S. NicHoLson 


The Industrial and Commercial Revolutions in Great Britain 
during the Nineteenth Century. By L. C. A. Knowles, Litt.D. 
(London: Routledge & Co. Pp. xii-+ 412. Price 6s. 6d. 
net.) 


DEDICATED to the memory of Dr. Cunningham, for width 
and variety of knowledge Mrs. Knowles’ book justifies its dedica- 
tion. Its point of view also is in the Cunningham tradition. 
““T have wished especially to lay stress on the world position 
of the United Kingdom during the past century ”’ (p. vii): so 
this is not, like some of the lesser text-books which one has seen 
latterly, a réchauffée of The History of Trade Unionism by B. 
and 8S. Webb, nor yet, like some recent larger books above the 
“text ’’ level, an indictment of the early nineteenth century 
from a rather superior platform in the twentieth. Its centuries 
are in perspective, and its kingdoms not out of drawing. This 
is, of course, what would be expected from the author; but the 
international setting is an innovation in English economic 
history. 

Whether to judge it as a text-book or as something more is a 
difficulty. In form—synopses; (a), (>), (c); five causes of this 
and four causes of that—it is the text-book. And in format 
it is very much the text-book, of the kind in which one would 


not expect to find original scholarship if one happened not to 
R2 
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know the author. Per contra, there are 400 pp. of sound learning 
for six and sixpence. They are divided among an introduction 
and six “parts.” The Introduction—The Principal Features 
of Nineteenth-century Economic Development—is a remarkable 
international survey, striking the keynote of the book. The 
first part (pp. 15-109) discusses the Industrial Revolution caused 
by Machinery as it ought to be discussed, 7. e. from the point of 
view of its causation, pace, and ultimate significance. In spite 
of the supposed familiarity of the subject, this is a bit of really 
original work, and it gains on almost every page from its author’s 
international outlook. The ordinary books never tell students, 
for instance, that “‘in no other country was the transition so 
slow as in this country ” (p. 78); but it is probably true, though 
one would like to argue with Mrs. Knowles the case of France. 
Nor do such books always make so clear as Mrs. Knowles does 
that War, and not the Industrial Revolution or Capitalism, was 
the cause of the worst distresses. Nor, again, does one often get 
even the beginnings of a well-informed discussion as to why 
the Revolution began here, and not in Holland or in France 
(p. 26 sqq.). Nor yet, again, such a full justification, based on 
a broad historical survey, of the thesis—‘“‘the factory system 
did not create the evils of overwork and child labour . . . nor 
did it create the insanitary state of the towns, which had existed 
since the Middle Ages ”’ (p. 392). An interesting point, made in 
this connection, is that the failure of the early nineteenth century 
to deal with some obvious evils was due less to apathy than to 
unavoidable incompetence. Until certain discoveries and inven- 
tions had been made, all the goodwill and all the democracy 
in the world would not have made London sanitary. 

This section contains, among many other good things, a 
discussion of the transition from family earnings to individual 
earnings, as usual with international comparisons (pp. 62, etc.), 
and a discussion of the effect of the eighteenth-century pro- 
hibition of Indian cotton goods on the adoption of machinery 
(p. 43). One wishes there had been room to work this out 
more fully. 

Part 111—IJndustrial and Commercial Policy in Great Britain 
during the Nineteenth Century—is more of a summary than 
Part II, though a most useful summary. It is perhaps a little 
crowded and so not always so clear as it might be; but it is all 
first-hand work. The crowded feeling increases in some of the 
later parts, as was perhaps inevitable when, for example, the 
effects of mechanical transport on British and Irish Agriculture 
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have to be set out in thirty pages (Part VII). The two most 
striking of the later Parts are IV, The Commercial Revolution 
caused by Mechanical Transport, and VI, The Industrial and 
Commercial Revolutions and the New Constructive Imperialism, a 
section which one wishes Dr. Cunningham could have lived to 
read, so entirely would he have sympathised with it. Lest 
those who recall his stout party spirit should misunderstand, it 
should be added that the section is thoroughly impartial—indeed 
shows party policies often to have been little better than froth 
on the economic waves. Like every other section, this draws 
on an unusually wide range of original authorities. 

It is a pity that the proof-reading is not on the same level 
as the learning. Perhaps the occurrence of one rather elaborate 
sentence on pp. 86-7 and again on p. 89 is a relic of a device 
familiar to the oral teacher; but in a book it is unfortunate. 
Grammar is sometimes defied and the rules of punctuation 
often flouted—e.g. (p. 363)—England ‘“‘ had not to face the 
task of training an ignorant peasantry to farm as she had got 
rid of her small farmers as the typical features of her agriculture, 
by the first quarter of the nineteenth century, nor had she to 
teach her big farmers better methods, English agriculture was 
the model for the world,” ete. These are small matters, per- 
haps, but their recurrence impairs the flavour of a good book 
and—in so far as that book is to be judged as a text-book— 
might accelerate the divorce, always threatening, between learning 
and letters. 

A few statements of fact may be queried, for the later editions 
which are certain to be demanded. P. 202, line 2, seems not to 
make sense: “‘ 102 weeks ’”’ can hardly be correct. On p. 208, 
is not the statement that “‘the control of the world’s metal 
market was in the hands of a group of German metal traders ”’ 
too sweeping? I do not think it was ever contended that those 
firms controlled what the Munitions people called “ ferrous ”’ 
metals. P. 244, “‘the canals . . . were a great financial success.”’ 
Not all. Mrs. Knowles only quotes the dividends of those that 
were. For once, she seems to have overlooked a piece of recent 
work—Jackman’s T'ransportation in Modern England. The 
statements that “‘in Germany ”’ the railways ‘“‘ were transferred 
from private to State ownership ” (p.13), and that ‘“‘in Germany, 
the existing railways came into the hands of the various State 
Governments after 1870’ (p. 254), are not quite correct. Han- 
over, for one, always had State railways. It is not, I think, 
true that ‘each of” the reciprocity treaties negotiated between 
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1825 and 1843 “‘ meant the abandonment of some portion of 
the Navigation Acts ”’ (p. 297), unless the term Navigation Acts 
is used very widely and loosely. The statement (p. 74) that 
“it was not until 1820 that the tools were invented with which 
machines could be rapidly made” is hard to interpret. The 
inventions which resulted in machine tools were not, of course, 
all made in one year; and I am not sure which of them Mrs. 
Knowles has in mind under the year 1820. Some important 
inventions in this series were made twenty years earlier. But 
the series has not received from economic historians the loving 
attention never denied to jennies, water frames and mules. 
J. H. CLapiam 


An Essay on Mediaeval Economic Teaching. By Grorce O'BRIEN, 
Litt.D., M.R.I.A. (London: Longmans, Green & Co. 
Pp. 242. Price 12s. 6d.) 


In this work Dr. O’Brien makes a distinctly useful contribu- 
tion to economic literature. To set the economic theories of 
the thirteenth and fourteenth centuries in their true light might 
seem at first sight a task hardly worth the labour involved. 
It has been the custom to regard the speculations of medieval 
theologians and philosophers on economic questions as of little 
value for scientific purposes. For the student of ethical problems 
they may have a certain interest. But for the economist, as 
such, Ethics is irrelevant; even the principle of honesty in 
commercial dealings is of importance to him only in so far as it 
is the policy that pays best. There was a time when this was 
the accepted view, and there may still be those who hold it. 
But the study of rights and wrongs in the distribution of wealth 
which the movements of our own day force upon the economist 
has restored Ethics to its rightful place in economic science. 
Fundamentally the issues on which the burning controversies 
of to;day are waged are ethical in character. To what other 
branch of moral science can we assign the passionately disputed 
questions affecting claims to rent, interest, profits and wages ? 

In medieval times these questions were discussed chiefly in 
their ethical aspect, for the thinkers of those days were, before 
all else, theologians and moralists. The master minds of the 
period brought to their investigations a keenness of intellect and 
a penetrating power of analysis which have not been surpassed in 
succeeding centuries. Their theories on the topics mentioned are 
products of clear and definite thought, and, as such, they cannot 
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fail to aid the serious student in dealing with the problems they 
sought to solve, and which are still with us. 

Dr. O’Brien has made their teachings accessible to the latter- 
day economist by gathering them from the treatises of masters 
and commentators through which they are scattered, and pre- 
senting them to us as a complete and coherent body of doctrine. 
For this service he deserves the thanks of all who are in search 
of a sound philosophy of social life. 

Human society is held together by the dependence of men 
on one another for everything that lifts them above the brute. 
No one is sufficient for himself. Exchange of goods and services 
is not merely essential to man’s material welfare, it is the ultimate 
basis on which society rests. Exchange is the transfer to another 
of that which is mine on condition of receiving some goods 
possessed by that other. The “‘ mineness”’ and “ thineness ” 
attaching to things of which men dispose is called property or 
ownership. The conception of property is thus fundamental ; 
apart from it exchange is inconceivable. It applies to every- 
thing which man can give for the benefit of another—external 
goods of all kinds, even the service of his own faculties of mind 
and body. This conception is subjected to detailed analysis 
by the scholastic writers. It is shown to be a natural right, a 
liberty to act within a certain sphere, and in respect of certain 
objects guaranteed to the individual by the moral law which 
Nature itself dictates. To secure that liberty to the individual 
the same law imposes on all others the obligation to respect it 
and abstain from violating it. The material force necessary to 
protect this liberty may be present, or it may not. But as the 
primary and essential basis of the right is moral law, the validity 
of the right is not affected by the presence or absence of the 
means of enforcing it. The right of ownership or property thus 
established is the foundation and starting-point for the scholastics 
in their treatment of exchange in all its forms; on this rest their 
theories of rent, prices, wages, profits and interest. 

The right of property implies liberty of gift, the bestowing of 
commodities or services without stipulation or claim for a return. 
On this we need not dwell, it offers no material for controversy, 
and though in domestic life and in schemes of benevolence public 
and private it enters largely, it has no place in the processes of 
exchange with which human intercourse is so largely concerned. 
In these each of the parties to the transaction gives of his own to 
the other. The something each receives is, in his estimate, of 
at least the equivalent in value of what he gives; otherwise he 
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would not consent to the exchange. Equivalence in value of 
the things exchanged is, for the scholastics, the canon by which 
the ethical character of all forms of exchange is governed. If 
that which is received is equal in value to that which is given, 
justice, equity, fair dealing are secured. There remains only 
the problem of determining how, in specific cases, the value on 
each side of the transaction is ascertained. 

We may now briefly examine how these general principles 
were applied to the several forms of contract. We begin with 
the letting contract, of which land-letting is a type. Assuming 
that ownership in land, buildings, machinery and other material 
goods employed in production is established, we observe that 
the use of these means and instruments of production is separable 
from the ownership, that ownership of them may be retained by 
one person while the productive use is allowed to another. When 
an arrangement of this kind is made, the owner of the means 
of production contributes through that which is his to the 
creation of the resulting wealth, and in this, as co-contributor 
with the user, he is entitled to share. What his share shall be 
depends upon the extent to which his contribution has influenced 
the amount of the product. In the letting of land, for example, 
that contribution will vary as the fertility of the soil varies, 
and the owner’s share will, according to the rule of equity, be 
proportionately greater or less. 

From this position there is but a step to Ricardo’s theory of 
rent. The land which yields a product barely sufficient to 
remunerate the labour or other cost of cultivation cannot be let 
for a rent; in a system of free industry no one would take it 
and pay a rent for its use ; to employ the terms now current, land 
on the margin of cultivation yields no rent. This further step 
in developing the theory of rent was not taken by the medieval 
writers, the feudal system gave little opportunity for the study 
of free dealings in land. 

The rent contract was evidently regarded by the scholastics 
as a “form of partnership under which the owner of land con- 
tributed one of the factors of production, the cultivator the 
others. The principles which justified the contract thus under- 
stood justified every other form of partnership, even that in 
which the owner of the material resources put nothing of his own 
exertions into the productive operations. In a trading enter- 
prise, for instance, the division of the profits between the partners 
was governed by the rule of equity that each should receive a 
share proportioned to his contribution in goods, labour or other- 
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wise to the undertaking—a rule more easily stated in the abstract 
than applied in the concrete. 

Justifying rent on the ground that the landowner retains his 
right of ownership throughout the process of cultivation, the 
scholastic moralists might be expected to adopt the same principle 
in estimating the claim of the labourer for wages. He, too, 
contributes an important factor, wholly his own, to the produc- 
tion of a given commodity : why should he not be regarded as a 
partner of the capitalist, and receive a share of the product (or 
its price) proportioned to his contribution? This view of the 
relation of employed to employer appears to underlie the claim 
now so frequently urged that the wages of the labourer shall 
increase with a rise in the market price of the commodity he 
helps to produce. But, in the passages quoted by Dr. O’ Brien from 
St. Thomas Aquinas and others, labour seems to be regarded as a 
thing which is bought and sold like market wares, and of which 
wages is the price. These moralists insist, no doubt, that the 
wages paid the labourer shall be sufficient to maintain him in 
decent comfort, but to adopt this standard is to abandon the 
conception of wages as the equivalent in value of the service 
given, and to measure the claims of the labourer by the extent 
of his needs, not by the value of his work. On the whole, the 
medieval teaching on the wage contract is inadequate and 
incomplete. This, however, is not to say that it is at all less 
satisfying than any of the theories that have succeeded it. 

To the question of the just price of goods the ownership of 
which is wholly ceded in the exchange, the Schoolmen gave a 
more careful study. Here the doctrine of equivalence in value 
was fully applied. The just price of a commodity is an amount 
of money equal in value to that of the goods received. How is 
that amount to be determined? The immediate criterion is the 
communis estimatio. Not the estimate formed by the individual 
seller or the individual buyer, each of whom is liable to be 
influenced by considerations peculiar to himself, but the estimate 
of the average man who takes account of conditions generally 
prevailing, and bases his judgment on these only. This answer 
is helpful as far as it goes. But it suggests at once a further 
question, which touches the essence of the problem: What are 
the considerations on which this common estimate rests? The 
reply would seem to be: On the cost of production, of which 
labour is a chief element, on the one side; and oni the indigentia, 
or need of the commodity, on the other. This solution of the 
problem does not appear to differ materially from that offered 
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to-day by such economists as Professor Marshall. The medizval 
moralists would, however, have the relation between cost and 
demand as expressed in price ascertained by the considered 
judgment of the competent, and would even give to that finding 
the force of law; the modern economist would leave the decision 
to the interaction of the opposed interests of seller and buyer 
in the open market. The first method was feasible in small 
communities where producer and consumer were in touch with 
one another; how it could be applied to the world-market of 
to-day, it would be difficult to suggest. 

The teaching of the Schoolmen on the subject of usury is 
presented to us by Dr. O’Brien with singular clearness and force. 
As we have seen, they drew a well-defined distinction between 
the sale contract, the letting contract, and the loan (mutuum) 
contract. In the first the ownership of a commodity is trans- 
ferred from seller to buyer for a money consideration, and the 
transaction is completed; in the second the use of an object 
without the ownership is allowed, and payment for the use 
required on the grounds already explained. In the third contract 
the ownership—of a sum of money, let us say—is transferred by 
the possessor to the borrower, but with the obligation of refunding 
in due time the sum lent. The money or other object lent 
becomes the property of the borrower, and to any production of 
wealth effected by consuming it nothing which is the property 
of the lender now contributes. When the money lent is returned 
to him, on what ground of equity can he claim a share in the 
wealth the loan may have been used to produce? He may 
rightfully claim compensation for any loss he sustains, or gain he 
forgoes, or risk he undertakes in making the loan. But for the 
loan, as such, he cannot equitably exact compensation. To put 
the matter in another way: Let us assume (a) that the owner 
cannot himself put his money to use, that it is part of a hoard; 
(b) that his security is perfect, and no risk of loss is incurred; 
when the loan is repaid, what of his own has he given for which 
he can rightfully claim a further equivalent? That the loan 
has been a benefit to the borrower does not affect the question ; 
payment is due for what we give of our own, not for what others 
enjoy or suffer. 

Loans made under the conditions just indicated were those 
for which, the scholastic moralists held, payment could not, in 
equity, be required. If we examine the sections of the Money- 
lenders Acts which provide relief for the borrower when the terms 
of the loan contract are “‘ harsh and unconscionable,” we shall 
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probably find reason to believe that the medizval notions of 
justice in lending and borrowing are not wholly obsolete. 

With the rise and growth of world commerce, and the conse- 
quent general facilities for investment in industrial and com- 
mercial enterprises, the older doctrines on interest had to be 
applied in new conditions. The owner of idle money could now 
employ it remuneratively in one or other of the undertakings for 
which manufacture and trade invited the co-operation of capital- 
ists. ‘To give his money as a loan was to forgo the opportunity 
of gain thus offered him, and for this sacrifice of his interests 
he was, according to the ethics of the Schoolmen, entitled to 
compensation. 

Let us imagine a medizval jurist brought back from the 
realm to which good lawyers pass, and set to preside in a modern 
court in which a borrower seeks relief from what he regards as 
the exactions of a money-lender. His contract binds the appli- 
cant to pay an interest of, let us say, 60 per cent. on the sum 
borrowed ; the security he could offer was, it is shown, indifferent, 
as sheer necessity had forced him to turn to the money-lender. 
What would be the award of the judge, assuming him to be 
guided solely by the medizval canons of right? He would 
probably decide that as the risk was so great he would allow 
10 per cent. under this head, and that as the current rate obtain- 
able on the sound commercial investments open to the lender 
was about 5 per cent., he would allow that amount as interest on 
the loan; in all 15 per cent. 

The award would be in strict accord with the principles of 
equity the judge had learned from his medieval text-books ; 
and it would, moreover, reproduce in every detail a recent 
judgment of the High Court of England, in the appeal of a 
borrower for relief from the obligations imposed by his contract 


with a money-lender. 
T. A. Finuay 


Les Finances de Guerre de Allemagne. By Cuarues Rist, 
Professeur 4 la faculté de Droit de Paris. (Paris: Payot. 
Pp. 294. 8vo. Price 15 francs.) 


Proressor Rist, best known among us by the Histoire des 
doctrines économiques (translated into English) and the Revue 
d économie politique, in each of which he has joined his forces 
with those of Professor Gide, was associated during the War 
with Professor Lichtenberger of the Sorbonne in editing the 








238 THE ECONOMIC JOURNAL [JUNE 


Documents de la guerre. His recent articles in the French reviews 
have shown his competence as an expositor of financial questions, 
and prepared us to welcome this critical account of German War 
Finance. The volume is ably conceived and executed, and well 
documented, and is written with admirable lucidity, dignity, and 
moderation. ; 

Lucidity and sincerity are the first essentials in financial 
statements, knowledge the first essential in financial criticism. 
The arts of camouflage, long practised by Germany in politics 
and diplomacy, were elaborately employed by her during the 
War in military and financial operations. The outbreak of war 
severed our German communications. Personal investigation by 
visit or correspondence was no longer possible. German docu- 
ments were not easily obtainable or easily tested. We saw through 
a veil darkly, and on the other side of the veil a smoke cloud of 
deliberate mystification obscured the facts to German, and still 
more to foreign, eyes. Those who knew something of German 
government, German finance, and German financiers, and of the 
close co-operation of all three in times of peace, were sceptical 
of the raillery showered by Allied writers upon the supposed 
stupidity and futility of German financial expedients. The 
light which is now beginning to spread shows the remarkable 
ability with which, given her circumstances, Germany managed 
the War on its financial side. To disparage your enemy's 
resources and prophesy his imminent financial collapse is a 
method of giving heart to your supporters which loses its power 
to impress the neutral and to depress the adversary when days, 
months, and years follow one another without its fulfilment. 
Prestige was jealously guarded on the other side. Germany 
could boast that she had not had recourse to a legal moratorium ; 
that the Reichsbank had maintained its legal one-third of reserve 
throughout ; that until 1916 no war taxation was imposed ; that 
the War loans, at prearranged intervals of six months, were 
sensationally subscribed at 5 per cent. at a nearly constant 
issue price little below par; and if the foreign exchanges were 
against her, and the national debt was growing rapidly, these 
were only temporary difficulties. The hoped-for victory would 
remove the blockade, revive German claims abroad, reopen her 
foreign markets, and restore the exchange. The debt (almost 
entirely internal) was a mere suspense account, amply covered 
by the indemnity to be extracted from the vanquished Allies. 
The huge increase in deposits during the War and the power 
to aid her confederates with men, supplies, and money were 
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pointed to as further convincing evidence of Germany’s financial 
strength. 

How were these impressive results attained? Everything 
had been carefully prepared and—when the time came—worked 
out, almost to the letter, according to plan. From the moment 
of the Agadir incident the Reichsbank began vigorously to 
strengthen its gold reserve. Small notes were introduced. Gold 
was bought at a loss. Reserves were more centralised. Com- 
mitments in possibly enemy countries were reduced and shortened. 
The machinery of State bonds and the organisation of branches 
of Loan offices throughout the country were mapped out in 
advance. So far as possible, all was ready for war on the financial 
side. We know now that the results were more striking in 
appearance than in reality. The Government bonds, being legal 
money, were received into the reserve as cover for Reichsbank 
notes, though themselves uncovered. The bonds of the Loan 
offices were similarly treated, though secured only upon non- 
liquid assets. The increased deposits were due partly to the 
inability to carry on normal business, and especially foreign 
business, partly to war profits, partly to inflated currency causes. 
The budgets were balanced by transferring the expenses of the 
Army, Navy, Colonies, and Military Justice entirely to the 
extraordinary War budget account, and by taking for other 
departments—even for the Customs—the same figures both for 
revenue and expenditure as in 1914, on the pretext that trust- 
worthy estimates were impossible. The figures of exports and 
imports, of Government borrowings from the bank, and the 
index-number of prices were suppressed. The enormous output 
of paper money, however cleverly Germany saved her face for a 
time, was doing its deadly work none the less, with results which 
are now evident. 

It is not possible to comment here in detail upon the facts 
and figures, based upon German authorities, which are set out 
in detail by Professor Rist. His explanation of the difficulties 
encountered, the expedients employed, and their degree of 
success or failure is always clear, though not always complete in 
important particulars. The reader must turn to other sources 
to learn that the first Loan was issued at 974, the second at 983, 
the third at 99, etc. The volume bears signs of hasty revision. 
The balance of trade on page 232 is 200 millions of marks on 
each side in excess of the items tabulated. It is not evident in 
some cases whether the author is speaking of marks or francs. 
The index is four pages out for the second half of the book. It 
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is to be hoped that a second edition will admit of correction of 
small blemishes of this kind. 

The chapters on foreign exchange and on the indemnity 
question are especially interesting. In comparing the positions 
of France and Germany it is suggested that while the mechanism 
of production has in France been brutally injured and in many 
cases wantonly destroyed, Germany is able to resume work at 
the point where it was stopped by the War. This is true of 
France, but far from true of Germany, lacking as she does the 
capital to drive her machinery of trade. But this throws into 
stronger relief the author's view that it is not in the interest of 
France to strangle German commerce. The statistics of French 
and German taxation are compared without analysis of such a 
character as is necessary to show the unlikeness of the two sets 
of figures or of the purposes to which the taxes are devoted. We 
are, however, told so much that is interesting and useful that it 
would be ungracious to lay much stress upon omissions of detail 
which, in a work of this character, are prone to lack elabora‘ion 
unless they are essential to the development of the central 


argument. 
Henry Hices 


Introduction to the Doctrine of the Stability in Value of 
Currency. (Inleiding tot de Leer van de Waardevastheid 
van het Geld.) By Dr. G. M. Verrtgn Stuart. (’s Graven- 
hage: Martinus Nijhoff. 1919. Pp. 186.) 

Tuts book, which is the thesis for which the son of Professor 
Verrijn Stuart was granted his doctor’s degree, is one of the 
few valuable treatises on money which have appeared in Holland 
in the course of the last five years, amid an appalling mass of 
amateur rubbish. It may be called a valuable treatise, even if 
—in the opinion of the present reviewer—it does not wholly 
disentangle the knots of the money problem; for it goes to the 
roots of questions with that honest love of truth which is the first 
condition of scientific discovery; and it shows, moreover, an 
extensive knowledge of literature. Any book which reveals these 
qualities in its author will tend to clear the ground for further 


progress. 
The book covers almost the whole ground of monetary theory, 
including a critical survey of the literature, since a theory about 
the stability in value of money necessarily proceeds from a theory 
about the value of money. It is not possible, therefore, in this 
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short review to do more than point out the most interesting 
passages. 

Much misunderstanding in the controversies about monetary 
theory arises from lack of precision in the use of terms. Some 
of this the author clears away categorically. He asserts that 
Knapp’s theory, which has been thought so much of, contributes 
nothing to the economist, as it only expresses a view as to the 
reason why some objects are used as money. It explains nothing 
about the value of money. 

As to the definition of money, the author considers that a 
definition of any value must yield a basis for a theory of prices. 
This brings him to the conclusion, which is as true as it is 
simple, that anything is money which acts as a medium of 
exchange. Stamps, for example, do not usually constitute 
money, but they may in certain circumstances be used as such ; 
in this case they are money; they have the same effect on prices 
as other money. 

The disputes, first, between those who regard money as an 
abstract unit of account and those who consider it to be a 
concrete good; secondly, between those who hold the so-called 
““Waaren” (commodity) theory and the “‘ Anweisungs” (claim) 
theory; thirdly, between the so-called nominalists and metal- 
lists; and, finally, the controversies about the quantity theory 
—all arise simply from confusion of thought. The author 
is not equally successful in each case in clearing his ground. 
He rejects the theory of the abstract unit on the ground that 
“the parties concerned could never be compelled to content 
themselves with an abstraction”; from this he concludes that if 
money is not an abstraction it must be a commodity. He takes 
the ‘‘ Anweisung ”’ theory to be identical with the abstract-unit 
theory; he is of opinion that money depends for its existence 
upon commodities, which already have value in use. Yet, at 
the same time, he rejects metallism, and accepts not only the 
possibility, but even—with some reserve—the desirability, of an 
entirely a-metallic currency; and finally the conception of a 
society without a currency at all, using only an abstract unit of 
account. 

I can see no difference between this view and the theory of 
the abstract unit, unless it be that up till now we have used 
concrete currency, even metal, to represent the abstract unit; 
but this fact, of course, those who speak of an abstract unit do 
not intend to deny. 

Meanwhile, as Dr. Stuart regards money as a commodity, 
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he is confronted with the same problem as most theorists of how 
to reconcile the doctrine of marginal value with that of the 
quantity theory. He tries to escape by compromise: the quan- 
tity theory must not be rejected altogether, nor must it be 
strictly adhered to. This is very unsatisfactory. On the other 
hand, the author makes an heroic effort to apply the theory of 
final utility to money, disregarding the fact that the utility of 
money depends on its value, so that its value can never depend 
on its utility. This effort, like that of Mises, and others before 
him, is foredoomed to failure. 

The author is misled on this point by approaching the sub- 
ject in imitation of Boehm Bawerk, with the concept of an 
“individual value in exchange.” This concept is necessarily 
delusive, as “ value in exchange ”’ is only a socialised individual 
value; and what is called ‘‘individual value in exchange ”—e. g. 
of money—only means “ the individual value of the commodities 
that are taken in exchange for the money.” Further, it can 
easily be proved that the quantity theory and the final-utility 
theory can never apply at the same time, as they lead to con- 
trary results. According to the final-utility theory, value 
diminished gradually to zero; whereas, in the quantity theory, it 
is divided, and therefore can never reach zero. However many 
krones the Austrian Government issues, so long as they really 
circulate, they will always have some value, however small. 

Half a dozen other proofs may be given to show that final 
utility is not applicable to money—in other words, that money 
is not a commodity, and that it functions otherwise than as a 
commodity. Thus a nation is not enriched by the creation of 
paper money; the value of money has nothing to do with the 
nature of man and his wants; the intrinsic value of currency 
may differ from its money value; money would be of no use in 
a society where commodities are bartered, or in an isolated 
establishment (Einzelwirtschaft); that it cannot be regarde‘ 
as a capital-goods Mises and Bortkiewicz have amply proved; 
the Value of money is changed by one factor only, viz., volume; 
the value of commodities may be changed by two factors, viz., 
volume and wants. Some years ago Wicksell came to the con- 
clusion that final utility is not applicable to money, but he made 
no further use of this discovery. 

The only way out of these difficulties is to regard money— 
in imitation of Knies, who again unfortunately made no further 
use of his classification—as a third category in addition to con- 
sumption-goods and capital-goods; and as ‘ Anweisungen ” 
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(claims), on the totality of consumption-goods. This comes to 
much the same thing as the “ abstract unit,’ but the term is 
clearer; moreover, those who initiated the theory of the abstract 
unit vitiated it by the untenable contention that there exists 
no value problem for money. Although money is not a com- 
modity, and in this sense has no value, it is nevertheless a claim 
on a commodity, and the problem remains as to what factors 
determine the value of this commodity. If there is no value 
problem in the strictest sense of the words, there is a purchasing- 
power problem, and this comes to precisely the same thing. ' 

Here, again, there has been verbal confusion: the word 
“claim ”’ has been taken in its juridical sense. Of course, this 
is mistaken: it is meant, in the economic sense, as a power to 
dispose of a certain part of the stock of the community. As 
soon as this claim is put in writing some material is needed, be 
it only the paper of the bank-note or of the balance sheet, or 
the gold, silver or copper of coin. That part of these materials, 
however, which is used for making money must be regarded as 
belonging to a third category. This classification, like all others 
in economic theory, only serves the purpose of enabling us to 
see clearly into the problem. 

In a very valuable little treatise on Claims and Titles from 
the Point of View of the Economic Doctrine of Goods, Boehm 
Bawerk has pointed out the error of confounding the strictly 
individual value of a claim—which is a merely apparent value— 
with the real value; which, in addition to the individual value, 
is the value of a commodity to the community. It is astonishing 
that the analogy in the case of money has never occurred to him. 
It stands to reason that no explanation of the purchasing power 
of metallic standard money is complete without the application 
of the final-utility theory, since the purchasing power of money 
must be equivalent to the value of the metal as a commodity. 

The ‘‘ Anweisung ”’ (claim) theory immediately leads to the 
quantity theory, which is the only theory of the value of money. 
All objections to this theory are confined to its practical utility. 
But those who deny this utility always disregard its practical 
truth, where it might be of use; had it been applied in these 
times, we should not have been haunted by the evils of inflation. 
This is surely ample merit, and in the end every capable 
theorist uses the theory because he cannot do without it. 
But what we want is a great deal of detailed study; and it is 
high time for there to be an end of useless quibbling, and for 
effort to be directed to developing the quantity ee in the 
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way Schumpeter has done in his admirable study, Das Social- 
produkt und die Rechenpfennige, and—as I gather from the 
review in this JouRNAL—Mr. Hawtrey has done in his book on 
Currency and Credit. 

The controversy is ultimately practical: a currency might 
conceivably be initiated without any known standard of value 
in the form of a useful commodity existing at all; but it would 
be hardly practicable, for there would be great confusion before 
people had found out what they could sell and buy for the unit. 
In the same way, it is solely a question of practice for currency 
to be attached in value to gold. There is no theoretical dissen- 
sion between metallists and nominalists. 

But, to return to Dr. Stuart, as regards the causes that deter- 
mine the quantity of credit or banking money, the author agrees 
with Wicksell and others that these are to be found in the rate 
of discount. If bank discount is below the real interest, credit 
will increase and prices will rise. The author consequently 
blames the Dutch bank directors for maintaining for several 
years past a low discount, in spite of a steadily increasing circu- 
lation, and this without any clear motive, except, perhaps, a 
Micawber hope that something will turn up to save the guilder. 

In the second part of his work the author gives a very 
interesting critical survey of different plans for stabilising cur- 
rency, which in his opinion means that prices must remain 
stable. This ideal can never be attained, but perhaps we may 
get nearer to it than the gold standard permits. Dr. Stuart 
rejects the ‘‘ tabular standard,” which consists in changing the 
amounts of debts periodically, according to the index-numbers 
—an old idea dating from the eighteenth century, and taken up 
by no less an economist than Jevons. 

Against Fisher’s stabilised dollar he urges that the volume 
of credits would not depend ultimately on the volume of gold. 
This I cannot altogether admit; but it must be granted that 
thé proportion between gold and credits may undergo consider- 
able change. There is a much weightier objection, however : 
the system would only act by fits and starts. I entirely agree 
with Dr. Stuart, therefore, that if in the future an attempt to 
stabilise money should be made, a far better system would be 
an entirely free currency regulated by means of bank discounts 
determined by the index-numbers. In this case, of course, the 
system of index-numbers would have to be brought to a stage 
of much greater perfection than has been so far achieved. 

It is a very great pity that a book like this, which contains 


. 
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so much knowledge, and on which such arduous study has been 
expended, should only be available to those who understand 
Dutch. Valuable contributions, such as this treatise, should have 
the whole scientific economic world as their public. 

E. C. van Dorp 


Modern Irish Trade and Indusiry. By E. J. Rrorpan, with an 
Historical Introduction by G. O’Brien, Litt.D. (London : 
Methuen. 1920. Pp. xii + 335. 7/6 net.) 

A COMPREHENSIVE review of the economic conditions of a 
country carried out in the calm and scientific manner of de Foville 
in his La France Economique is always of service to the student 
who desires to have adequate material for his reasoning to rest 
on. The book before us is not quite of this character. It is 
rather an attempt to put forward the views of the Society of 
which the author is Secretary, and to advocate the cause of Irish 
industries. In the pursuit of this object Mr. Riordan has brought 
together a large body of interesting facts, which may be used 
even by those who are not able to accept all his judgments. The 
broad result is undoubtedly that there has been a quite definite 
advance in some important branches of Irish economic activity. 
While the old-established employments have progressed, there 
are indications of new lines being introduced and changes in 
localisation. Thus, there is the new growth of shipbuilding, 
elsewhere than in Belfast. There is also the marked reorganisa- 
tion of the milling industry under the pressure of new conditions 
of competition. In spite of complaints of slackness, there is 
evidence of readiness to take up really profitable business. 
Perhaps the greatest disappointment that the advocates of 
industrial development have met is the failure in the small 
local establishment in, e. g. the woollen trade. It is only 
with a struggle that the small manufacturer working in a 
non-industrial district can keep in existence. Mr. Riordan 
declares that ‘‘ The woollen industry is one naturally suited to 
the country, but if it is to expand to anything like its capable 
extent, the conservative early-Victorian ideas of so many of its 
members must be scrapped without delay, organisation on the 
most up-to-date lines must be adopted, closer working arrange- 
ments between the various firms must be entered into, and a far 
keener spirit of enterprise must be displayed”’ (p. 134). This 
sound doctrine is, however, not easy to apply in the case of the 


scattered mills that are to be found in the southern Irish area. 
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High organisation is the product of a keen industrial spirit, and 
some of the most important conditions of rapid progress are 
wanting. The chapter on “ Transit ’’ (XII) gives a good account 
of the railway system and indicates some of the defects that 
lower its value to the country. There is but a bare allusion to 
the post-war situation, which, it may be said, is worse in Ireland 
than in Great Britain. Irish banking is described, from the 
material collected by The Departmental Committee on Agri- 
cultural Credit, though too much weight is given to the place of 
the co-operative societies in the Irish credit organisation as a 
whole. 

Mr. Riordan’s book raises the question as to the effect of 
what may be called popular preference in promoting industry. 
It is indisputable that if there is a strong effective sentiment in 
favour of using home products, there will be a stimulus given to 
the production of such articles, and it is claimed that the “ Irish 
Industrial Movement ’”’ has had that result. Evidence to that 
effect is given in Chapter XV, derived, curious to say, from 
Reports of the Chamberlain Tariff Commission. There are two 
considerations that should be taken into account in estimating 
the full results of such an expedient. First, is there any high 
probability of this sentiment of preference being continuously 
and durably effective? At times of excitement there may be a 
practical abandonment of the use of certain foreign commodities, 
but the steady influence of the economic desire for the goods of 
most value tends to wear out sentiment and to bring into play 
the various forces of evasion. Secondly, is there not the danger 
of a reactive effect on other lines of trade than those specially 
favoured? As the popular preference device is essentially similar 
to State protection, it is bound to have the like effect on the 
industries that do not need aid, and these are especially the 
export ones. For a complete judgment the whole trade area— 
not merely selected portions—should be surveyed. 

“The author has secured the services of a competent economic 
historian—Dr. O’Brien—to supply the historical antecedents of 
the actual trade situation. We must, however, confess to a 
feeling of disappointment at the way in which this part of the 
work has been done. Not only is the whole sketch rather per- 
functory, but there are some strange inconsistencies in statement. 
We read: ‘“‘ The importation of Irish cattle and provisions into 
England was prohibited, a measure which . . . proved ultimately 
of the greatest benefit to Ireland by tempting her to develop 
the foreign provision trade which afterwards proved so lucrative ” 
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(p. 3). Then a few pages later we learn that ‘‘ The only industry 
other than the linen that flourished during the early part of the 
eighteenth century was the provision trade. . . . This industry, 
though productive of much benefit to those immediately con- 
cerned in it, was rather a burden than a benefit to the country 
as a whole, as it increased the temptation to convert tillage land 
into pasturage, and consequently to decrease the amount of 
employment available for the rural population ”’ (p. 8). There 
is also a difficulty surrounding the statements as to the relative 
dearness of Irish and English labour (see pp. 18, 19, 22, 46, 47). 
The whole ‘“ Introduction” is unduly coloured by a belief 
that “‘ The principal factor which operated to assist or to impede 
the development of manufactures until the middle of the nine- 
teenth century was the manipulation of protective duties and 
bounties ’’(p. 36). We would like to have the opinion of experts 
on the writer's statement that this “must be obvious to 


everybody ” (ibid.). oe 
». F. BastaBLe 


Ireland and the Ulster Legend. By W. A. McKniaut, with 
“Foreword” by Dr. Sophie Bryant. (London: P. S. 
King. 1921. Pp. 96. 2s. net.) 


Tue ‘ Legend” which gives the title to Mr. McKnight’s 
compilation of tables is of long standing and has played a large 
part in the discussion of the merits, economic and other, of the 
religions and races concerned. In his well-known study of 
Protestantism and Catholicism, E. de Laveleye states: ‘* What 
a contrast, even in Ireland, between the exclusively Catholic 
Connaught, and Ulster, where Protestantism prevails! Ulster 
is enriched by industry, Connaught presents a picture of desola- 
tion’ (p. 12). What seemed too obvious for discussion to the 
Belgian economist is to Mr. McKnight a ludicrous falsehood. 

Most of the tabular matter lies outside the field of this JouRNAL, 
and it may be said that the tables that are economic in character 
are not very convincing. What conclusion can really be drawn 
from the distribution of holdings in the different Irish provinces ? 

- Many small holdings in a set of counties is not a proof of low 
economic condition. Then, the assessments on land for income- 
tax depend on the stereotyped Government valuation, which 
deprives them of a great deal of their apparent force. The truth 
is that we cannot expect to get anything more than vague 
indications from such figures as are supplied in this study. 
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Dr. Bryant is a capable advocate, but she must have felt that her 
case was one hard to put in a conclusive form. The real service 
of Mr. McKnight’s work is that it shows how slippery are the 
grounds on which both pro-Ulsterites and anti-Ulsterites have 
based their confident statements. Instead of appeals to tabulated 
figures, the use of direct observation after the fashion of Le Play 
would seem to be the truly fruitful method. The observer must, 
however, be free from bias and be trained in such work. One 
result might easily be to prove that the idea of an “ Ulster” 
forming a true economic region of distinct character has, in 
fact, little or no foundation. 
C. F. BasTaBLE 


British War Finance. By T. J. Kiernan, M.A. (London: 
P. S. King. Pp. viii + 134. 5s.) 


Tuts little book is a rather good specimen of its class. The 
regulations of our modern Universities have created a demand 
for special studies of the various questions that fall within the 
scope of each Faculty. The road to a higher Degree than the 
Bachelor’s is by the submission of a Thesis. Hence, the pro- 
duction of economic studies on the many sides of banking, money, 
trade and industry. Mr. Kiernan has given a clear account of 
the more prominent phases of the financial activities of the 
British Government during the recent years of war. He has 
read the available material and is generally sensible in his judg- 
ments. It may be suggested that he lays too much stress on 
the power of banks to create what he calls “ cheque currency.” 
In the long run it is the real, not the fictitious, deposits that 
form the basis of the credit circulation. The operation of bank 
overdrafts, though it adds elasticity to the modern credit system, 
has its effective limits. The criticisms on the laxity of financial 
administration during the whole war period may be accepted, 
but the author is hardly just in his statement that, “‘ In general, 
the Chancellors ’’ (why not “ of the Exchequer ”’ ?), ‘‘ especially Mr. 
McKenna, appear to have deliberately ignored the country at large 
in the interests of the professional money dealers in London ”’ (pp. 
91-2). There is some ground for the assertion that wealth received 
more consideration than life, as the contrast between the terms of 
the several Loans and the inadequate pay of the actual fighters 
goes to show. There is, however, no real distinction to be traced 
between the different classes of lenders. Some of the pledges 
made in connection with the greater Loans have not been fully 
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kept, but there is no evidence of favouritism for the professional 
dealers in money. 

Mr. Kiernan’s discussion of the Foreign Exchanges is lucid 
and accurate, but does not contain any novelties in interpretation. 
His condemnation of the over-issue of currency as “‘ the means 
of confusing in a most shameless and unprecedented fashion the 
monetary and fiscal fynctions of the State’ (p. 33) appears, in 
the light of monetary ft to be rather over-strained. 

C. F. Bastasie 


La Carta Moneta in Italia. By Camitto Suprno. (L’Italia 
Nuova, Raccolta di studi economici sociali e politici, serie B, 
No. 25). (Bologna: Zanichelli. 1921. Pp. 129.) 


From Professor Supino’s book on the Inductive Method in 
Political Economy,! we should have expected him to give us first 
the facts, then the principles. Fortunately in the present book 
he begins with the economic exposition (pp. 1-14). Paper 
money, he says, is to be severely distinguished from bank-notes, 
the latter being normally bound up with metallic currency and 
moving up and down with trade and industry (pp. 7, 8). Paper 
money is not so. It is an imperfect form of money, which com- 
bines two essential attributes, legal tender and inconvertibility. 
There would be no hardship in its being legal tender if it were 
not inconvertible, and no hardship in its being inconvertible if 
it were not legal tender (pp. 8, 9). As it is, the paper money is a 
forced loan at long term without interest, and its movements 
depend, not on trade and industry, but on the needs of the State 
(pp. 9, 10). Accordingly, its circulation, unlike that of the bank- 
notes, is inelastic (p. 9). Does it not imply a confidence on the 
people’s part that it will one day be redeemed? Yes; but there 
are three degrees of this confidence. We may (1) have the paper 
circulation so extended that all belief in redemption vanishes, as 
in China long ago, in the United States 1780, and in France 1796 
(p. 12). We may (2) have depreciated money redeemed at the 
market value instead of the face value, as in Austria in 1811 and 
1892, Russia 1839, 1897, Argentina 1899. We may (3) have the 
paper money redeemed at face value, as in England in 1821, U.S. 
1879, France 1840, 1878, Italy 1883 (p. 13). That the last kind 
of settlement will be Italy’s now, is our author’s conviction, and 
there is every reason to believe it well-founded.* Italy’s monetary 
history, like England’s, was not unaffected by politics. Till the 


1 1894. Reviewed in this JourRNAL, 1895, p. 600. 
2 See The Times of January 28, 1921, p. 42, “ Italy : Some Favourable Factors.” 
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war with Austria in 1866 the country was contented with a 
maximum of coin and a minimum of paper, having in 1865 
1000 millions of lire (£40,000,000) in coin and 265 millions (say 
£10,000,000) in paper (p. 15). 

What happened after that time is told more at length in the 
Professor’s earlier book, the History of Bank Circulation in 
Italy.1_ Suspension of cash payments entered, not to quit till 
1883, and not wholly then. It was not till the end of the century 
that Italy’s note circulation, whether of State or banks, became 
sound. At the beginning of 1914 the financial situation was 
very tolerable. The War immediately deranged both trade and 
finance, though Italy did not herself enter the War till the summer 
of 1915. Thenceforward there is a family likeness between her 
experience and our own. The march of events is well described 
(pp. 41 seq.). There is first the embarrassing change from a peace 
to a war economy, not more embarrassing than the later change, 
still in progress, from a war to a peace economy. On the first 
news of the great event traffic on sea and land was paralysed ; 
there was an abrupt stoppage of nearly all industries and enter- 
prises in the general uncertainty. Everybody prepared to realise 
and turn credit into cash. Public securities fell and discount 
rose. Exchanges were closed, and quotations ceased. Hoarding 
swept away not only gold and silver, but even paper and small 
tokens, so that there was a dearth of currency for the ordinary 
purposes of life. The banks were allowed to save themselves 
from a run by a moratorium (p. 42). It was then (September 19, 
1914) that the State issues of paper began on a great scale, and 
the restrictions on bank-notes were relaxed (pp. 43, 44). Metallic 
reserves were increased, but by no means in the old proportion 
to the issues. 

At first, in keeping with principle, the banks, in face of a dull 
trade, were slow to increase their issues (p. 45). But then 
appeared the phenomenon so characteristic of the home indus- 
tries of the belligerents in the Great War. The making of 
muhitions caused an activity which seemed to restore prosperity 
to the country. “I subiti guadagni ”’ (Dante, Inferno, xvi. 73), 
the sudden gains and the profiteering were witnessed in Italy 
as in England (p. 46). The banks, as in duty bound, catered for 
this new trade, and their note circulation rose by leaps and bounds. 

R. Bachi’s chronicle of Italian finance during the War 2 yields 


1 1895. Reviewed Economic Journat, loc. cit. 
2 [Italia Economica nel 1914-15-16-17-18 (Citia di Castello, 1915-19), 
apud Supino, p. 54, and Bibliography, p. 131. 
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our author the following conclusions: The body economic, or 
industrial system of Italy, emerged from the War more complex, 
more powerful, better fitted than ever to cope with the difficulties 
of our time and the new international complications, stronger in 
spite of the fact that its new plants were constructed in haste to 
supply the urgent wants of Government, not with careful pains 
to meet the competition of large markets. But it emerged from 
the War worn out and impoverished financially, whether in the 
State or municipality, injured in its agriculture by the stopping 
of scientific cultivation and by the drain of cattle, its merchant 
fleet reduced, its railways the worse for wear, stocks of goods 
thinned, its State loans depending on foreign investors, and its 
factories on foreign coal. It can hardly be said that peace has 
brought plenty. The readjustment of labour to old conditions 
has moved slowly. Demobilisation brought home a multitude 
who were not keen workers as long as Government pay lasted, 
but who at once claimed and obtained a reduction in the hours 
of labour (p. 56). Military expenditure seemed to be kept up 
beyond necessity (p. 57), a grievance not unknown elsewhere. 
Prices (as with us) rose rapidly after the War, and there were 
strikes and tumults (pp. 56, 57). Civil servants successfully 
agitated for an increased bonus. The Bread Subsidy, said to cost 
a half milliard a month (p. 57) (£20,000,000 at the old par), has 
been a great feature in expenses. Taxes have risen, and the new 
tax on property may possibly become permanent.+ 

Reflecting this situation, the paper of the Government (pp. 58, 
59) rose from 9000 millions of lire in January 1919 to 13,000 
millions in December, while the bank-notes rose from 4300 
millions to 5650 millions. In January 1920 the bank-notes had 
fallen by 600 millions, to rise again, the State paper had risen to 
fallagain. To reduce the latter a loan was floated, but the 17,000 
millions thus obtained were otherwise used (p. 58). The paper of 
both kinds by the end of June amounted to more than 20,000 
millions, say (by the old par) £800,000,000 (p. 59). 

Professor Supino favours an internal loan, as against Pro- 
fessor Loria’s more drastic plan, for deflation ? (pp. 119 seg.). He 
thinks the latter’s tax could not be successfully or equitably 
levied from all. His own internal loan should be contracted, 
he says, at a time when the budget shows no deficit, but a balance. 
When fiscally there is no need of a loan, there is the less excuse 


1 See Economic JouRNAL, September 1820, pp. 287 seg. and 379 seq. The 
proposed Capital Levy was converted into a thirty years’ tax on property. 
2 See Economic JouRNAL, March 192], p. 93. 
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for diversion of it. He would withdraw paper money at the rate 
of 1500 or 2000 millions a year, by means of Treasury bills of long 
date, to be converted presently into consolidated debt at a 
lower rate of interest. He contemplates a reduction to 5000 or 
6000 millions of paper in ten years (pp. 127-8). 

But will Governments have the fortitude to use the money for 
this purpose, and no other? (p. 128). Our author had just given 
us an instance of their frailty (58). We can fancy how it would 
be in the British Parliament with groups eager to devote the 
fruits of the loan to their several favourite schemes. Our own 
experience of sinking funds is not encouraging. 

Still perhaps in Italy and in England men of the present day, 
even when in office, will show themselves wiser than their 


forefathers. 
J. BonaR 


TL Associazione agraria subalpina e Camillo Cavour. By GIUSEPPE 
Prato. (Turin. 1920. Pp. 352.) 


Tus able monograph from the accomplished pen of Professor 
Prato forms a part (Vol. IX) of the Biblioteca di storia italiana 
recente, and belongs to the subsection of this great work which 
is concerned with the economic phenomena and opinions in the 
eventful years before 1848. The title does not do justice to 
the extent of the work, which is in reality concerned with 
the industry of northern Italy as a whole, a movement which 
centred round the Agricultural Association, and it is in connection 
with its activities that the author builds up his account of 
the general economic awakening with his wonted erudition 
and skill. 

This period of his study is one of exceptional interest. It 
represents a delayed reconstruction after the upheaval of the 
Napoleonic wars, and also the economic preparation for Italian 
liberation. Also there is a special interest to readers in this 
country in observing the effect of English ideas. Professor Prato 
emphasises this aspect as representing the mental condition of 
the economic awakening—one which was individualistic, liberal 
both as to trade and politics, with the optimism of Smith and 
Bentham, and spiritual with the enthusiasm of Mazzini. 

Cavour seems to have been the moving spirit, and the Agri- 
cultural Association was the expression of a part at least of 
his economic policy—one which, as Professor Prato says, had not 
hitherto found a worthy historian. This organisation was 
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established in 1842 in Piedmont, Genoa, Savoy and Sardinia 
in order to increase agriculture and industries. The State aided 
with its influence and a subsidy, the communes joined, and there 
was a large membership of private persons distributed amongst 
all classes of society. The organisation was a happy combination 
of local autonomy with a centralised administration. Improved 
agriculture was promoted by means of premiums, and, at the 
same time, research was undertaken upon the diseases of animals, 
plants and vines, while investigations were undertaken concerning 
the nature of manures. Attention was also paid to education, 
not only in the schools, but also in establishing special classes 
for adults. A beginning was made with the compilation of 
agricultural statistics. In a country such as Italy the problem 
of fuel was important, and a large programme in forestry was 
undertaken. Want of capital was a serious impediment, and 
one of the most interesting chapters is that upon agricultural 
credit, in which Professor Prato recounts the earlier schemes 
from that of Maurizio Solera in 1784 for an agricultural bank. 
The reactions of these schemes and the measure of accomplish- 
ment showed itself on transport and fiscal policy. The Associa- 
tion pressed for improved facilities, and, largely through its 
influence, a Commission was constituted which resulted in the 
construction of the railway lines from Genoa to Turin and from 
Alessandria to Lake Maggiori. The most interesting parts of 
the book consist of the chapters on social, political and intellectual 
results of the movement, and these are related to its influence 
on tariff policy. This side of the awakening shows how far it 
extended beyond the mere technique of agriculture. As agri- 
culturists, the members would have tended towards Protection, 
but there were large political issues involved. The tariff of 1815 
is described by the author as one of moderate Protection, though 
the rates seem high. By 1818 these duties had been doubled, and 
by 1830 the maximum was reached. There were proposals for 
a Zollverein with Austria which was denounced by patriots, and 
in 1847 a Customs-Union was accepted by Piedmont, Tuscany 
and the Papal States. In 1846, as compared with 1830, Customs 
duties had been reduced by amounts varying from 10 per cent. 
to as much as 89 per cent.—an interesting example of the Free 
Trade tendencies of the time. 

For the historian the main import of the period lies in its 
preparation for Italian unity, but the actual economic conse- 
quences were considerable. In addition to the fostering of a 
spirit of ‘ national industry,” to adopt the phrase of a Scottish 
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agriculturist of an earlier generation, the countryside became 
more prosperous. There was both an increase in the number 
of small holders and an improvement in the condition of the 
small cultivators. The increase in the produce of the soil was 
appreciable. Comparing the average of the period 1750-5 with 
1830-5, the production of wine had shown a small decline, that 
of cereals had increased during eighty years by no more than 
44 per cent. By 1850-2, as compared with a century before, 
the loss in wine had been very nearly regained, and the increase 
in cereals was 109 per cent., that is, the increase in the later 
twenty years was more than one and a half times that of the 


previous eighty years. 
W. R. Scorr 


Der Wirtschaftskampf der Voelker und seine internationale Regelung 
(‘The Economic Struggle between Nations and its Inter- 
national Regulation’). By Dr. ApotF Lenz. (Stuttgart : 
Enke. 1920. Pp. 315.) 


THE author of this voluminous book, Professor of Law at 
the University of Graz in Austria, attributes economic imperialism 
to the employment of forcible methods for securing to any 
given nation a permanently increasing share in the world’s 
economics. This economic imperialism is distinct from political 
imperialism. 

All the Great Powers, and especially those nations who, as 
the ‘* Allied and Associated Powers,” are now domineering over 
the world by virtue of the peace treaties, have been developing 
aggressive methods of competition. The first effective method of 
such pression économique consisted in the increase of home 
production by a system of protection, which was intensified by 
‘* preclusive ’’ duties, and then by the granting of export bounties, 
which have made dumping possible. These aggressive methods 
have led to an increase of industrial-capitalism, in the shape of 
united cartels and trusts; and the rule of foreign markets by 
industrial-capitalism goes hand in hand with the conquering 
power of financial-capitalism granting loans. Moreover, the 
Stock Exchange (Hffektenkapitalismus) leads to a perpetual 
extension of joint-stock ventures, and finally to the necessity 
of investing the proceeds. Thus the financing-capital, concen- 
trated in big banks, is anxious for expansion by no matter what 
means; while commercial-capital helps to impose the yoke of 
imperialistic methods on primitive peoples and States. 
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The antithesis between economic lords and slaves among 
nations has now reached a point where it threatens to destroy 
civilisation, and the only remedy, according to Lenz, would be 
to prohibit all forcible methods by the lawful regulation of the 
share of each nation in international economic relations. 

A tendency towards autarchy, 7.e. a system by which the 
needs of a nation are met by its own natural resources, dictated 
the economic policy of the Central Powers during the War, and 
was also the basis of the resolutions passed at the Economic 
Conference of the Allies at Paris in 1916. As legal liberty and 
equal facilities for communication between nations are unattain- 
able at the present moment, in consequence mainly of the heavy 
war damages and the mania for “ Reparation,” the best we can 
do is to try to subordinate the economic policy of each single 
nation to the joint needs of all. Professor Lenz deprecates 
especially the unrestricted right of any nation to the exclusive 
exploitation of both its own raw materials or foodstuffs and 
its manufactured products; he advocates the “ socialising ”’ of 
the surplus—. e. quantities above the level of national require- 
ments. Every recognised political unit should be granted an 
economic minimum of subsistence. This policy is advocated 
particularly with regard to the distribution of food supplies and 
raw materials, in order to prevent physical and industrial starva- 
tion; and secondly, with regard to the granting of international 
loans at conditions which did not handicap the recovery of the 
supported nation. This socialising of the surplus produce of 
any given nation would lead to the extinction of nations which 
are not able to exist without continuous support, and which 
serve only political purposes. 

By his criticism of the past, Professor Lenz endeavours to 
point the way to the all-round recovery of the Continent. 

EK. SCHWIEDLAND 


The Nation's Financial Outlook. By A. B. Tuornron, F.S.I. 
(P. S. King & Son, 2s. 6d. Pp. 135. Small 8vo.) 


Tuts little book can be strongly recommended to anyone 
desirous of studying the present financial situation. Figures 
are given of all the most important items of the assets and 
liabilities of the country, both capital and annual, and the author 
is to be congratulated on the successful grouping of them. There 
is, however, no index, a rather serious omission in a book of 
reference even so short as this, and readers who intend to make 
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use of Mr. Thornton’s labours will be well advised if they make an 
index for themselves. His object was to consolidate the avail- 
able data of the national position and to do so in such a form as 
would enable the individual taxpayer to bring his own judgment 
to bear on the questions at issue and the prospects of the future. 
He has succeeded remarkably well, and has made his picture as 
readable as is possible for a picture of statistics, whilst it is 
difficult to discover from his draftsmanship what his political 
opinions may be. There are three valuable diagrams: (a) the 
National Debt as it stood at November 30th, 1920, divided into— 
Long term 2794 millions, Short term 1833, Floating 1334, 
External 1163, Funded 333, Saving Certificates 278; (6) an 
illustration of what the Budget of 1922-23 may contain on the 
side of expenditure assumed to be a total of 1000 millions; (c) an 
apportionment of possible taxation to meet this expenditure. 

It is much to be wished that members of Parliament who 
bring forward schemes of expenditure and Ministers who do the 
like could be compelled to state what taxes they would increase 
to provide for meeting their plans. 

Mr. Thornton’s proposals are to raise half the revenue from 
income- and super-tax and a further hundred millions from death 
duties. 

Books of this class should be studied by people who complain 
of the taxation they undergo and call it intolerable without 
trying to ascertain whether it is necessary. We are all too fond 
of saying that the other fellow ought to pay, whether it be the 
Frenchman declaring, regardless of consequences, that Germany 
must stump up, or the Labour orator that it must be the capitalist, 
or the Conservative that Labour must do its share. Life is 
complex, and books like the present, if only the grumblers could 
be made to read them, would make such grumblers see how heavy 
is the task before us all, and that there is no one remedy for 


our troubles. 
ALFRED HOARE 


7 


Wages and Empire. By V. A. Lyons. (London: Longmans, 
Green & Co. 1920. P.96. Price 4s. 6d. net.) 


Tue interest of this book lies in its theory of wages. This 
theory is based on the Principle of Population and the law of 
diminishing returns, and holds that industrial wages depend on 
wages in agriculture, and therefore on the supply of land. Employ- 
ment on the land is the alternative to industrial employment; 
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and unless he can secure at least as high a wage in industry, the 
industrial worker will take up land. In new countries, therefore, 
where land is good and plentiful, industrial wages are high; in 
old, where pressure of population causes resort to the worse lands, 
they are low. The English worker has to compete with the low- 
paid worker of the Continent, who in turn has his wages kept 
down by the poor return to agriculture. If, therefore, under a 
complete imperial protective system, a self-supporting empire 
were established, British industry could exchange not with the 
poorer workers on the Continent of Europe, but with the highly- 
paid agriculturists of the Dominions; and British industrial 
wages would automatically rise to the level of the latter. 

Such a theory is open to many serious objections, both in 
theory and practice; nor are the objections always decreased 
by the author’s treatment of them. The case, it is true, is vigor- 
ously argued, and apt illustrations are not lacking. But the 
argument often fails to make sufficient allowance for the various 
other elements in the determination of wages in different coun- 
tries—supply and demand, differences in cost of living, which 
before the War, at any rate, reduced the disparity in real wages 
between England and America, and increased it between England 
and the Continent, the influence of situation on the return to 
land, and the fact that, through international trade, English 
operatives are already exchanging largely with the agriculturists 
of new countries. All these seem to be elements of which a 
complete theory of wages must take account, but the author fails 
to do so. Again, the detailed treatment leaves something to be 
desired. Statistical tables are too often undated, and therefore 
difficult to check; and there are indications that checking is 
necessary. The criticisms of Malthus, again, will strike the 
reader as ill-informed. 

At the same time, the author has rendered a useful service 
in drawing attention to the relations between industrial and agri- 
cultural wages. The points that he raises have not all been 
sufficiently worked out as yet, and the subject might with advan- 
tage be further explored. Again, there is in an earlier chapter 
a most interesting analysis of the physical value of different 
soils; and the summary of the products and production of the 
Dominions will probably be useful to students. 

N. B. DEARLE 
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The Bases of Agricultural Practice and Economics in the United 
Provinces, India. By H. Martin Leake, M.A., Sc.D., 
F.L.S. (Cambridge: Heffers & Son, Ltd. Pp. 277.) 


THE author belongs to the body of agricultural experts which 
since 1906 has formed a very useful branch of the administrative 
machinery of India. He is now Director of Agriculture in the 
United Provinces. The book is based on lectures delivered when 
he was Principal of the Agricultural College, Cawnpore. 

The prosperity of the Indian peoples and the financial security 
of their Governments are so dependent on agriculture that it is 
a matter of great importance both for landowners and officials 
that a clear account of the agriculture of each province with 
suggestions as to the best lines of development should be avail- 
able. It is to be hoped that the new expert Agricultural Depart- 
ment will in time supply what is wanted everywhere. 

There is a large amount of material to be found in settlement 
reports, gazetteers, and monographs on particular crops, means 
of irrigation, etc. But much of this relates only to the district 
with which the writer was immediately concerned. As accounts 
of existing practice these notes often leave little to be desired. 
But they are the products of painstaking and accurate observa- 
tion by persons who were neither practical farmers nor agricultural 
experts, and were not competent to criticise or to point out with 
any certainty the path of improvement. 

The United Provinces is fortunate in having had since 1904 
an admirable account of its agriculture written by Mr. W. H. More- 
land, C.I.E., a Civil Servant who was Director of Agriculture 
from 1899 to 1912, and who possessed an amount of scientific 
knowledge of his subject not usually to be met with among 
Indian officials. 

Mr. Leake’s book in no way supersedes that of his predecessor. 
For information as to soils, climates, and agricultural zones, 
tillage, crops and their rotations, and the pests from which they 
suffer, cattle and their diseases, the management of holdings and 
estates, the landowner, the estate agent, and the Government 
official will all be well advised still to rely on Mr. Moreland’s 
work. Asa matter of fact, Mr. Leake has not attempted to give 
any systematic account of the agriculture of the province. The 
second and fourth parts of his book convey general agricultural 
instruction of a simple character to meet the needs of students 
attending an Agricultural College, illustrations being drawn from 
the province with which the hearers were familiar. The chapters 
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dealing with seed selection and with the application of the laws 
governing hybridisation discovered by Mendel to the production 
of improved races of crops form an interesting supplement to 
Mr. Moreland’s sixth chapter. 

The most valuable part of Mr. Leake’s work is to be found in 
the sections devoted to the business side of agriculture. Part II 
conveys some elementary teaching on agricultural economics, 
and Part V applies the lessons learned to the special needs of the 
agriculturists of the United Provinces. Both Mr. Moreland and 
Mr. Leake have seen clearly that the main obstacle to improve- 
ment is not lack of will or even of understanding, but want of 
means. The land is tilled by small-holders owning, each, say 
from five to fifteen acres, or by the tenants of the larger land- 
owners cultivating even smaller patches. The fields included 
in a holding are often scattered, and this evil tends to become 
worse by the operation of the laws of inheritance and partition, 
while reconsolidation is very difficult in practice. The severe 
competition for land leads to rackrenting, and many big land- 
owners show little disposition to be anything but rent-collectors. 
The small farmers apply with patient skill the system of tillage 
developed by the practical experience of many generations. 
They know the value of good seed, but too often have to live 
between harvests on advances made by their banias, and to 
accept any seed the latter choose to give them. They know the 
worth of good cattle, but have frequently not the money to buy 
them, or enough land to spare to grow their food, or even to 
employ them with profit. Mr. Leake hopes that industrial 
development may have some effect in relieving pressure on the 
soil. But his main reliance for the future is on the development 
of co-operation as applied to credit, to the sale of the cultivator’s 
crops, and to the purchase of the implements of his industry. It 
is a pity that Mr. Leake has not included in his book an account 
of the growth of co-operation in the United Province since the 
first Act on the subject, No. X of 1904, was passed. The progress 
made, though much less striking than in the Panjab, affords 
some ground for hope. Practically agricultural co-operative sale 
and purchase societies are non-existent, but there are some 3000 
village banks with a membership of over 90,000, and in 1917-18 
these banks lent seventeen and a half lakhs of rupees to their 
members. Seeing that the province has a population of forty- 
seven millions, two-thirds of which are agricultural, these co-oper- 
ative societies have so far only a local importance and afford a 


very partial remedy for the economic evils from which the country 
No. 122.—vou. XxXxI. T 
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population suffers. For these there is no single remedy, and their 
removal must in any case be a long process. But the experience 
of other countries in which smali-holders abound confirms 
Mr. Leake’s view that in co-operation, if anywhere, the cultivators 
of the United Provinces must ultimately find salvation. 

J. M. Dovuts 














NOTES AND MEMORANDA 


THE Controu or InpustRyY IN ITALY 


THE question of the control! of industries is undoubtedly 
one of the most burning which complicate the present juncture 
of the life of Italy : and the story of the manner in which it has 
presented itself may prove a valuable source of instruction in 
the social economic sphere. Suffice it to say that Signor Giolitti’s 
Government is pledged to the draft of a Bill for ‘‘ the ‘ control’ 
of industries by the workers therein concerned,’ which was sub- 
mitted to the Chamber of Deputies in the session of February 8th, 
1921; and it is not unlikely that this draft Bill will constitute 
one of the electoral platforms in the struggle which looms immi- 
nent for the re-election of the Italian Parliament. Moreover, the 
Confederazione Generale del Lavoro has submitted a draft 
scheme to Signor Giolitti in which larger powers are demanded 
for the workers’ organisations ; while the Confederazione Generale 
dell’ Industria has presented another scheme tending to restrict 
such privileges. Finally, the Catholic organisations (Confedera- 
zione Bianca) have put forward proposals of an independent nature 
peculiar to themselves, although their scheme also is designed 
to bring about the participation of the workers in the management 
of the industries. 

The interest of this movement, however, is not confined to 
Italy but is international, for it is the outcome of events remarkable 
in the history of the relations between capital and labour, namely, 
of the conflict which began last September in the ranks of the 
metal workers and then extended to many other branches, 
threatening to make havoc of the life of the nation. On June 18th, 
1920, the Hon. Signor Buozzi, Secretary of the Federazione 
Italiana Operai Metallurgici (F.I.0.M.), presented a memorandum 
to the National Federation of the Engineering and Metal Trades 
containing proposals for the revision of the agreements in force 
in the various districts of Italy. More particularly it demanded 
a revision of wages such as would assure an average increase of 

1 It should be noted that, as implied later in the article, the Italian word 
‘* controllo”’ has a less absolute sense than the corresponding English word, 


and should often be taken to mean only the exercise of a limited supervision. 
—(Note by the Translator.) 
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90 centesimi for each working hour, that is to say, of L.7:20 per 
day; the fixing of wage minima to be determined on a varying 
scale according to the different groups of workmen; the fixing 
of a bonus for the high cost of living on a scale varying according 
to the categories of workmen, and subject to automatic variation 
dependent upon the variations in the cost of living. Special 
demands were made for piece-work, overtime, unemployment, 
etc. On June 26th the Federation of the Engineering and Metal 
Trades gave a first reply which was decidedly adverse to the 
demands of the workers, calling attention to the conditions in 
the industry—conditions which made it impossible to grant any 
further concessions; and on July 29th the same Federation 
invited the representatives of the workers’ organisations to attend 
a meeting and hear a report on the present condition of the industry. 
There then began a debate, conducted by means of statements 
and counter-statements, which lasted until August 20th, when 
the workers’ organisations, seeing that they were not going to 
gain their objective by discussion, decided to have recourse to 
‘* obstruction.” 

With the adoption of the policy of obstruction began also a 
period of mute hostility between foremen and workers, insub- 
ordination increased, and, finally, the feeling that was created 
became so strained that it could goon no longer. On August 30th 
the management of the works of Romeo & Co. at Milan, considering 
the position intolerable, decided on their own initiative to declare 
a lock-out, and this was the determining cause of the occupation 
of the factories in Milan by the workmen. Their example was 
followed throughout Lombardy, in the Province of Rome and in 
Campania. When, therefore, on September 2nd the employers 
met and decided by vote not to consider the demands of the 
workers’ organisations until the prevailing abnormal and illegal 
state of affairs should cease, the metal workers answered by extend- 
ing the sphere of the occupation of the factories to Liguria, to 
Piedmont and to other industrial centres of Italy. 

The conduct of the movement was assumed by the Confedera- 
tion of Labour and more directly by the Italian Federation of Metal 
Workers, and, locally, by the Workmen’s Councils (Camere del 
Lavoro). ‘The occupied premises were placed under the custody of 
‘‘red guards,” the red flag was hoisted at the entrance of the works, 
and within were organised ‘‘ factory councils.” It was believed 
that it would thus be possible to institute an actual real experi- 
mentincommunism. As, however, the need for skilled labour was 
soon realised, an attempt was made to impress some engineers and 
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technical foremen, in some cases with success. The occupation 
lasted until September 27th, on which date the evacuation of the 
premises began. In the meanwhile the Government had intervened 
to promise the workers’ organisations ‘“‘ control of the factories,” 
but of that I will speak later. What we wish to make clear now 
is the fact that the communistic experiment of occupying the 
factories resulted in complete failure. 

To what was this failure due? To lack of raw materials and 
of credit? To want of technical and administrative ability on 
the part of the new organisers ? 

(a) That many supplies of raw materials ceased as soon 
as the occupation of the factories was declared, and by reason 
thereof, cannot be doubted. An inquiry made on behalf of the 
Confederation of Industry received the following reply from 
the Owners’ Association of the Metal, Engineering and Allied 
Industries, Piedmont: “‘ With regard to the supply of raw 
materials from abroad the following has been ascertained: as 
soon as the factories were occupied, execution of all contracts 
made on a basis of payment on delivery of the goods was sus- 
pended, and payment in advance was declared necessary. . . .” 
The same results from investigations made by the Federazione 
degli Industriali at Monza and by the Unione Industriale, Verona.! 

But it must be borne in mind that the effect of the cancella- 
tion of current contracts for the supply of raw materials could 
not have been sensible until after the lapse of a considerable 
time, and that therefore it cannot have had any appreciable 
effect on the work doye during the period of actual occupation. 
Moreover, when the i. Ed observed a certain interdependence 
between the metal and engineering industry and the other national 
industries, they proceeded to the occupation of these latter as 
well : thus, on September 10th the Workmen’s Council (Camere 
del Lavoro) at Milan ordered the chemical factories to be seized, 
followed soon after by the hosiery, textile and other factories 
with which the metal industry had no connection whatever. 
Finally, it must not be forgotten that of the factories occupied, 
there was not one which, at the moment of its seizure by the 
workmen, had not supplies for at least a month. Consequently, 
lack of raw materials cannot be considered as a partial cause of 
this failure. 

(b) Are we then to find such partial cause in lack of credit ¢ 


1 See Confederazione Generale dell’ Industria Italiana, the occupation of the 
factories in September 1920, and its effect on our economic relations abroad. 
Rome, 1921, page 10, 6 and 7. 
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It was precisely on this point that the organisers displayed ideas 
of a primitive simplicity. They failed entirely to recognise 
that wages are a part of the value of the product, which is merely 
paid out in advance by the owner; being ignorant of the working 
of modern credit, they thought that the owners kept treasure 
in their safes, and that to pay wages these safes had merely to be 
opened, and it was only when they discovered that such a dream 
was very far from reality that they began to organise the sale of 
the products. In fact, on September 8th the Workmen’s Council 
in Milan issued a memorandum for the sale of goods, and on 
September 13th declared that *‘ with the assistance of the largest 
industrial and commercial establishments in Milan (The Adminis- 
trative Syndicate of Consumers of the Commune of Milan) a 
central Bureau would be instituted for the purchase, sale and 
exchange of goods from all the factories of the different industries 
of which the workmen had taken possession. It is expected 
that the said Bureau will begin business on Monday 23rd curr.”’ 
As a matter of fact no such Bureau ever came into existence, as 
private individuals would do no business with the workmen’s 
organisation, being unwilling to lend any colour of legality to 
an illegal situation, and also not wishing to risk becoming involved 
in any subsequent embarrassment arising from disregard of the 
law. Thus the new ‘“ Factory Councils’’ found themselves 
not only quite unable to trade, but also without any possibility 
of being able to pay wages. There were a few Workmen’s 
Councils, such as the one at Brescia, which went as far as to make 
an attempt to issue notes of 5, 10 and 50 lire, and to force mer- 
chants to accept them. In point of fact no merchant would 
accept them and the attempt proved vain. Therefore one of the 
most important factors of the failure of the experiment may be 
found in the absolute inability of the organisers to realise the inter- 
dependence of the various phenomena connected with production. 

(c) To administrative incapacity was added an entire want 
of technical skill in those who wished to create a novus ordo. 
This technical incapacity may be deduced not only from the low 
production of the establishments during the occupation, but also 
from the fact that after the evacuation of the premises the manu- 
facturers could not immediately restore normal conditions of 
work, but were forced to devote a certain period to setting their 
premises once more in order. 

I have inquired of various prominent owners in the metal 
and engineering trades, whether, apart from incidental acts of 
wilful destruction, they have ascertained any damage caused in 
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their premises by the unskilful management of those who wished 
to take the place of their masters. An important sheet-metal 
and wire manufacturer, for instance, replies, giving the following 
list of damages :—(1) Execution of work not ordered by any 
customer, and hence production of unsaleable goods. Among 
the most important of these should be noted twelve tons of 
aluminium goods to the value of 48,000 lire. (2) Inferior work- 
manship on materials worked without due supervision, the most 
important item being ten tons of wire work, etc. It would be 
easy to multiply instances. But the lack of technical skill among 
those who occupied the factories is most clearly demonstrated 
by the actual terms of the resolution passed at the close of the 
memorable discussion which took place on the night of September 
1lth-12th, in the very bosom of the Confederazione Generale 
del Lavoro, and approved by 591,245 votes as against 409,565 
obtained for another resolution inspired by the Executive of the 
Socialist Party. The resolution adopted demands in point of 
fact, among other things, a Trades Union control of industries, 
which, it is stated “ will enable the working class to educate itself 
technically, and (with the aid of the skilled and educated ranks 
of the community, which cannot but share in a movement inspired 
by so high an ideal) to substitute its own authority for that of 
the masters, already nearing eclipse.” 

An explanation is desirable at this point : is, indeed, especially 
for English readers, indispensable. How, it will be asked, can 
the workers’ organisations have demanded “ control’ of the 
industries, if by reason of their own incapacity the experiment 
of ‘‘ control ’’ which they have already made was an utter failure ? 
The answer is, that what the Italian workers’ organisations enjoyed 
from the Ist to the 27th of September, 1920, was “‘ control’ in 
the English sense of the word, that is, the rule and management 
of the premises. In this period the workmen came to realise 
that something besides mere manual labour was required to make 
business go, that there was a “ spring’ not in their hands, that 
there was some secret which eluded their grasp. It was then that 
they felt obliged to examine more intimately the life of the busi- 
ness, in order to understand this thing, whatever it might be— 
this secret which eluded them : hence the necessity of exercising 
a supervision in the intimate workings of the business. 

The “ control,” then, demanded both then and now by the 
workers’ organisations was and is precisely the exercise of checking 
and supervision; and was understood in this sense by Signor 
Giolitti when, in the decree of September 19th, he appointed a 
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Commission to make proposals for a project of workers’ control 
of industries, and more exactly “ for the organisation of industries 
on the basis of participation by the workers in the technical and 
financial control—that is, in the administration—of the business.”’ 
The Bill itself which Signor Giolitti presented to the Lower House 
in the session of February 8th bears witness to this interpretation, 
so much so that in the preamble of the Bill we read: ‘‘ In view 
of the failure of the two opposing parties to come to an agreement, 
the Government, recognising by various tokens of a political, 
social, and economic nature that the moment has come to grant 
to the working classes, so far as justice and reason allow, the right 
to an understanding of the working of the industries, and to an 
exercise of control over the same, proposes this Bill, etc.’ And 
Article I of this Bill states in section (a) that the object of the 
control is to enable the workers to understand how the industries 
live. 

But in reality, the “control” is entrusted with other func- 
tions as well as this, viz.: (6) Promotion of improvements in the 
technical education of the workers, and of their greater moral 
and economic welfare, so far as the conditions of factory hours 
permit. (c) Ensuring the execution of all laws designed for the 
protection of the working classes. (d) Recommendation of 
improved methods of production calculated to increase or to 
cheapen such production. (e) Encouragement of more normal 
and friendly relations between those who offer and those who 
accept employment. It remains to be seen how those whose 
technical incapacity has been demonstrated by what happened 
at the time of the occupation of the factories, and made public 
by their own organisations, are to be in a position to suggest 
technical improvements. But apart from this detail it is clear 
that the fundamental defect of the Italian Government's project 
lies in this curious vicious circle. The function of supervision 
really presupposes in those called to exercise it a high degree 
of technical and administrative capacity; whereas the exercise 
of this function has been granted to the workers by the Italian 
Government for the express purpose of enabling them to obtain 
this technical and administrative capacity. It is clear, then, that 
if this function is to be exercised without injury to the vitality 
of the industries, it cannot be confined to the workers alone: 
it is clear that the supervision, if designed to promote social and 
economic equilibrium, must be entrusted to organs representative 
of the various interests concerned. All the economic organisa- 
tions of Italy, Chambers of Commerce, Associations—in short, 
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all representative bodies are at this moment agreed in thinking 
that the powers granted to the workers’ organisations under the 
proposed Act would considerably embarrass the life of the indus- 
tries: but most are further of the opinion that a final solution 
will be obtained with the creation of bodies corresponding to 
the English Joint Industrial Councils, or, at any rate, bodies 
capable of keeping within constitutional limits the ever-changing 
tension of the relations between capital and labour, with economic- 
ally useful results. This is all the more to be hoped, inasmuch 
as the results of last September’s social experiment are as follows : 


1. Confusion of the Italian Socialists, who have realised that 
the revolution is a more difficult matter than they had led 
the masses to suppose; so that the masses no longer have 
the same blind confidence in them as before. ‘The revoit 
of various organisations from the Confederazione Generale 
del Lavoro, the schism between Communists and Socialists, 
the desertion en bloc of peasants’ unions to the ranks of the 
Fascisti, that is, to an anti-Socialist body, the terror occasioned 
in the Socialist camp by the news of the dissolution of the 
Chamber and of the imminent political elections, all go to 
make this clear. 

2. An increased consciousness among the workers of the 
fact that production is a far more complex matter than they 
had supposed, and that capital may not perhaps as yet be an 
antiquated instrument. 

3. A better organisation of the middle classes, which follow- 
ing on the failure of the experiment of Socialist management 
of the factories, has regained a surer consciousness of its own 
existence and mission. 


It is precisely these circumstances which enable the masters 
to discuss to-day with greater calm even the question of the 
“ control,’ both with the Government, which really had made 
exaggerated promises, and with the workers’ organisations, which 
have now learnt the necessity of not asking too much. 

Finierpo Cari 


Brescia, 
April 1921. 


REcENT OFFICIAL PAPERS 


Report of the Committee of Inquiry into the Work of the Employment 
Exchanges. (Cmd. 1054.] 
The Exchanges must be retained, with certain improvements. 


They are necessary for the working of Unemployment Insurance. 
Without them the Act of 1920 could not be fully carried out. 
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Minutes of Evidence of the Committee Appointed to Inquire and Report 
as to the Nature and Limits of the Assistance which can be given 
by Women in the carrying out of Police Duties, and as to what ought 
to be the Status, Pay and Conditions of Service of Women Employed 
on such Duties. [Cmd. 1133.] 


Report of the Committee to Collect Information on Russia. [Cmd. 
1240.] 


There is evidence of decline in production, number of workers, 
and real wages. Extracts from Trotsky’s Terrorism and Communism 
advocate the “ militarisation of labour,” “ unconditional discipline,” 
“the element of compulsion in all its forms.” Trotsky’s proposal to 
extend this régime to Trade Unions is opposed by Lenin. 


Twentieth Financial and Economic Annual of Japan. 1920. 


The revenue for 1920-1921, above £1334 million, is nearly double 
what it was for 1912-1913. Meanwhile the National Debt, about 
£280 million, has not much increased. ‘The total value of exports 
and imports has almost trebled since 1912. The fall in the value of 
money is shown by the prices of forty commodities in 1919 compared 
with 1912. The median of these percentages is 227. Index numbers 
for the rise of wages similarly treated show an increase of about 40 
per cent. only since 1912. 


OBITUARY 


Str JoHN Macpone tu, K.C.B. 


Wiru the death of Sir John Macdonell on March 17, a bright 
light on law and letters has gone out. At the age of seventy- 
four he follows an elder brother, James, too early dead at thirty- 
seven. The prime ambition of James had been to be a journalist. 
Mentally he was a politician and historian. John succeeded him 
on the staff of The Times, and speedily made his mark. He 
never, I believe, definitely broke his connection with the paper. 
But his heart was in Law. Law for him was a Science; one 
thing; of no single period or country. He was called to the 
Bar in 1873, and in good time acquired a fair amount of practice, 
particularly commercial. Reasonably he might have aspired to 
the Bench. Influenced, somewhat, certainly by feebleness of 
health, mainly, by the opportunities offered of intellectual 
liberty, he accepted a Mastership in the Supreme Court. The 
historical dignity of King’s Remembrancer came later. He was 
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of the orderly nature which assimilates readily divers functions 
without wronging, confounding, any one. Annually he mapped 
the mazes of Judicial Statistics. As Quain Professor he con- 
tinued for years illuminating the vast field of Comparative Law. 
The well-informed writer of the Obituary in The Times notice 
mentions that works by him on the “ History of Treaties ” and 
“ Private International Law ” are left behind in a condition for 
publication. 

Whatever he has composed will be precious; and the more as 
reminding us of our loss in the living man. A majority of man- 
kind accept circumstances as they find them. They settle down 
in any places which offer room. An active minority set to work 
at changes for themselves, and among their neighbours. They 
may be selfish; usually are. In cases, much commoner than 
often is supposed, they have, mixed or unmixed, a philanthropic 
desire to improve their world, large or narrow. For that end 
they strive to lead. John Macdonell might, of right, have 
taken that part. He possessed all the capabilities, all the virtues, 
inclusive of a warm unselfishness. I never remarked in him 
the least of such inclination for dominion. His ardent desire 
was to learn, for the purpose of further advancing towards truth. 
Far from grudging rivalry, he stimulated gladly emulation in 
others. No difficulties disheartened himself. Apparent absence 
of them would have excited his suspicions. He was extra- 
ordinarily patient; being never in a hurry. Throughout his 
career, his habitual attitude was that of student, first and always ; 
then, and concurrently, of teacher. 

The variety of his intellectual acquisitions was as equally 
wonderful with their solidity. So was the vivacity of his interest 
in any subject to which he had ever devoted his attention. 
At an early period he had bestowed much thought on Political 
Economy. Modern experience requires modifications in the 
conclusions its early sages have laid down, and he was among 
the reformers. Later we became colleagues in the Political 
Economy Club, and often sat at its dinners side by side. 
Though a rare speaker, he never missed a point in the Debate ; 
for our ways home coincided, and in our talk he often recurred 
to it. Not that his interests and imagination had no relief from 
their occupation in profundities. Never idle, busiest of officials, 
he retained space, if circumscribed, for general society. In it he 
even could find occasion for communion of thought. A sound 
classical scholar, after the Scottish standard, he had read all the 
Greek and Latin masterpieces. I have heard him dwelling with 
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enthusiasm on the concentration of wit in a four-line epigram. 
He had the range of modern literature, French, German, as well 
as English. With the heart, if not the pen, of a poet, he had a 
gentle sense of humour. No element of interest indeed was 
wanting in him to make the invaluable friend he was, the 
eminent public man, with no social deficiency ; except—lament 


it who will—malice ! 
WILLIAM STEBBING 


The Editors have received the following additional testimony 
to the value of Macdonell’s economic work in a letter addressed 
to them by a correspondent :— 


‘““Of course Macdonell’s public reputation rests upon his 
work as a Jurist. But something should be said of his early 
work as an Economist. It is now forgotten and was generally 
overlooked, or suppressed, at the time. 

** But I have special reasons for holding it in grateful remem- 
brance. I took my degree in the Moral Sciences Tripos, in which 
Philosophy was of primary importance and Economics only 
subsidiary. I think I may say that I was more interested in 
any of the other subjects than in Political Economy. Mill’s 
persuasive style had drugged his generation into a state of lethargic 
acquiescence. They accepted his view that after Ricardo and 
Malthus little remained to be added to the structure of economic 
science; and as historical and realistic economics was then taboo, 
there seemed to be no opening for further work, nothing to attract 
a young inquirer. What first roused me from this state of torpor 
was Sir John Macdonell’s Survey of Political Economy. It was 
written with respectful caution, very necessary in those days of 
dominant and repressive orthodoxy: but it was extremely 
acute and suggestive, and it was impossible after reading Mac- 
donell’s criticism not to see that large parts of the then accepted 
doctrine were in their present form indefensible, and that the 
work of re-casting the science might well occupy the efforts of 
a generation. With a sound instinct, he had placed his finger 
on many of those weak points in the teaching of the classical 
school from which the modern developments of economics have 
started. Perhaps the criticism was all the more effective on a 
young disciple of Mill because it was expressed with the excellent 
temper and consideration so characteristic of Macdonell. At any 
rate I can answer for it that the influence of the book on one 
reader was such that, followed up as it was by a winter in York- 
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shire manufacturing districts, face to face with realities, his 
main intellectual interests were ever afterwards bound up with 
economics. How far others fell under Macdonell’s economic 
influence and how far it was expressed in his contributions to 
The Times one cannot tell. But in any estimate of his work, the 
economic side should certainly not be overlooked.” 

; e. 8. ¥. 


KarL MENGER 


Kart Mencer, who is generally regarded as the founder 
of the Austrian School of Economics, died in Vienna on 
February 26th, 1921. Of the pillars of the Austrian School 
there are only now two left—Von Wieser and Schumpeter. The 
third of the band, Bohm-Bawerk, died in 1914, and the other 
was Karl Menger. 

Karl Menger was born on February 23rd, 1840, at Neu 
Sandez, in Galicia, and after studying law and economics at 
Prague and Vienna, graduated in 1867 at the University of 
Cracow. Six years later he became Professor of Economics at 
the University of Vienna. In 1876 he was appointed private 
tutor in political economy and statistics to Prince Rudolf of 
Austria, whom he accompanied on his travels to Switzerland, 
England, and France, in 1877 and 1878. On his return he took 
up academic work again, retiring from the University in 1903 
to devote himself to writing. In 1900 he was appointed a life 
member of the Austrian Upper House. 

Menger was a very early adherent of the conception of marginal 
utility, which for him and his school was fundamental. In this he 
was in marked opposition to the German Historical school. The 
latter in the main tended to lay stress on facts; Menger was 
attracted by theory and speculation. His analytical work was 
brilliant. He had an intimate acquaintance with the doctrines 
of the French and English classical writers, and he owed much 
to the inspiration of Walras and Jevons. The Austrian school, 
however, appears to have lost a good deal of its influence during 
the last fifteen years, and its best modern exponent, Eugen von 
Philippovich, Menger’s own successor at the University of Vienna, 
inclined strongly to the German school, and particularly to the 
train of thought favoured by the Verein fiir Sozialpolitik. In 
fact, no less an authority than Charles Gide, who thought well of 
the Austrian school, recently declared that it is now more 
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“ 


American than Austrian, seeing that its old traditions are carried 
on by men like Irving Fisher, Clark, and others. 

Menger was a warm advocate of the Quantity Theory 
of money; down to his death he was a stern opponent of the 
new theories, such as those propounded by Knapp, Liefmann, 
Bendixen, and others. 

His principal works are Grundsdtze der Volkswirtschaftslehre 
(1871), Die Irrtiimer des Historismus (1884), Zur Theorie des 
Kapitals (1888), Grundsdtze einer Klassifikation der Wirtschafts- 
wissenschaften (1889), Beitrdge zur Wdahrungsfrage in Oesterreich- 
Ungarn (1892), and Der Ubergang zur Goldwiihrung (1882). 

Nor must his own private library be left unmentioned. It 
has the reputation of being the best collection in the world of 


economic publications. 
M. EpstEIN 


CuRRENT Topics 

Tue Annual Meeting of the Society was held at 9, Adelphi 

Terrace, on March 2nd, 1921. The Officers and Council of the 

Society were elected for the current year as shown on the back 

of the cover. The Secretary presented a report showing that the 

balance of income over expenditure was £741 for the year 1920 

as compared with £437 in 1919, £425 in 1918, £315 in 1917, 

£365 in 1916, and £327 in 1915. Accessions of new members, etc., 
as compared with previous years were as follows :— 

1920 1919 1918 1917 1916 1915 1914 
New Fellows and Library Members 


elected... ae ve sae 228 105 60 52 64 100 £50 
Fellows lost by death, resignation, 

or default... aye Bae 40 14 41 43 25 43 £33 
Number of Fellows and Library 

Members on December 3lst .... 1097 909 818 799 790 751 694 
Life Members included in above 

total ... oe ake -- 307 232 211 191 179 173 159 


A NEW Honour School of Philosophy, Politics and Economics 
has been instituted at Oxford. The subject of the School is the 
study of the structure and of the philosophical, political and 
economic principles of modern society. The examination has 
been arranged so that Candidates may give special attention 
either to Philosophy or to Politics or to Political Economy by the 
choice they make of prescribed books and of a further subject. 
The highest Honours will be attainable by excellence in any one 
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of these three sections, provided that adequate knowledge is 
shown in the other subjects of examination. The principal 
Regulations concerning Political Economy will be summarised 
in a later issue of THE Economic JourNaL. 


By a recent University Statute the emoluments of the 
Drummond Professor of Political Economy in the University of 
Oxford are raised to £900 a year. The duties of the Professor 
are at the same time increased so as to be equal to those of Pro- 
fessors belonging to the most highly paid class (Schedule A). 
The tenure of the office which has hitherto been quinquennial 
will henceforth be for life. The present Professor, whose term of 
office expires June 30th, 1921, does not offer himself as a candidate 
for the reconstituted chair. 





THE London School of Economics and Political Science will 
award in July, 1921, two Research Studentships, available for 
two years, one for £175, and one for £75. Further particulars 
can be obtained from the Director of the School, Clare Market, 
London, W. C. 2. 


Tue Master and Fellows of Corpus Christi College, Cambridge, 
propose to elect in July, 1921, to the Almeric Paget Studentship, 
founded by Lord Queenborough for the post-graduate study of 
Political Science, Economics and kindred subjects. The Student- 
ship is tenable for one year and is of the value of £150. Candidates 
must be graduates of some University or must be about to 
graduate, and the successful candidate will be required to come 
into residence at Corpus Christi College for the academic year 
succeeding his election. Candidates must forward evidence of 
their graduation, or that they will have graduated before October 
Ist, 1921, three testimonials as to their suitability, and a signed 
statement of their age and the course of study or research which 
they propose. They will also be required to sit for an examina- 
tion, beginning on July 12th, consisting of an essay and two 
papers containing a wide choice of questions on Political History, 
Political Science and Economics. Candidates should send their 
names, before July Ist, to Will Spens, Esq., Tutor of Corpus 
Christi College, Cambridge, from whom further particulars can 
be obtained. 
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THE Francis D. Pollak Foundation for Economic Research 
offers a prize of one thousand dollars open to all comers for the 
best essay, not exceeding ten thousand words, submitted during 
1921, on one of the following subjects : (1) ‘‘ The part that money 
plays in economic theory”; (2) ‘‘ Causes of unemployment and 
remedies’; (3) ‘‘ Conditions which determine how much the 
consumer gets for his dollar.” The judges will be Irving Fisher, 
Professor of Economics, Yale University; Wesley C. Mitchell, 
Director of the U.S. National Bureau of Economic Research ; 
and Wallace B. Donham, Dean of the Harvard University 
Graduate School of Business Administration. ‘“‘ All essays which 
are mailed anywhere on or before December 31st, 1921, will be 
eligible for prizes.’ Further particulars, including “a list of 
suggestive questions,’ may be obtained from Dr. William T. 
Foster, Director of the Pollak Foundation, Newton 58, 
Massachusetts. 


Ir is interesting to notice that, with the amalgamation of 
the old country bank of Messrs. Fox, Fowler with Lloyds Bank, 
Ltd., the last of the English country bank-note issues lapses. 


























RECENT PERIODICALS AND NEW BOOKS 


Quarterly Review. 


Aprit, 1921. The White Man and his Rivals. Tur Dean or Sr. 
Pavut’s. The prospect of the coloured races possibly prevailing 
in the struggle for existence affords a new proof of the “ ruinously 
unsound economics of the Labour Movement.” Co-operative 
Labour in Italy. L. Smiru-Gorpon. Two types are described : 
the Labour Society with members generally of the same trade, 
and the Farming Society with two species: collective or socialist, 
and Catholic or individual. The /stituto Nazionale di Credito 
per le Co-operative, designed to provide working capital for the 
societies, is the model of the Irish National Land Bank. 


Edinburgh Review. 


ApriL, 1891. Labourin India. Col. H. A. Youna. Capitalism. III. 
A. SHADWELL. Increasing welfare has aggravated the sense 
of inequality. Alleviation may be found in the conception of 
wage-earners as partners in a co-operative concern. The New 
Protectionism. The defence of ‘key industries” against 
“dumping” is merely an excuse for protection, the evils of 
which are exemplified by reference to the glass, dye, and other 
industries. Germany is no longer dangerous. 


The Fortnightly Review. 


Marcu, 1921. Rates and Taxes. J. E. AtLen. Agricultural Co- 
operation. Lxstite Scotr. “‘ Factory farming,” dispensing with 
the valuable class of small independent farmers, can only be 
averted by Co-operation. 


The Round Table. 


Marcu, 1921. Among other economic matters there is a notice of the 
industrial situation in Australia; of the New Industrial Peace Act, . 
which does not seem to have brought peace, and of the Royal 
Commission which reported that the basic wage for a family 
of five should be £5 16s. This led to a suggestion—analogous to 
the New South Wales project described in the Economic JouRNAL 
(Vol. XXX, p. 550)—that the minimum wage should not cover 
the needs of children, but that the employer should pay into a 
pool so much for distribution to parents of dependent children. 
There is a record also of labour disturbances in New Zealand; 
the coal strikes occasioned the stoppage of the Auckland trams 
for a fortnight. 

No. 122.—VvoL. xXxXxI. U 
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Economica. 


JANUARY, 1921. No. 1. Foreword. This Journal will be issued 


three times a year. It will deal with new books, not by way of 
review, but by articles on selected recent works. Economics as a 
Liberal Education, Sin W. H. Bevertpcr. The Growp System in 
France, Herman Finer. The small heterogeneous groups of 
French politics are contrasted with our two-party system. The 
Meaning of Bank Deposits. Epwitn CANNAN. Bank deposits 
are just like deposits of bags in a cloak-room, except that the latter 
cannot be used while deposited. There “is nothing in this one 
difference between money and other goods to suggest that the 
person with whom money is deposited can lend out more than 
he possesses in his own right, plus what is deposited with him.” 
Let us then return to the good old doctrine of Mrs. Fawcett’s 
Political Economy for Beginners and Jevons’ Primer, that banks 
receive money from one set of people and lend it to another; they 
do not “ manufacture ” (in Mr. Hartley Withers’ phrase) millions 
by lending something which did not before exist. "he Economics 
of Employment in England, 1660-1718. T. E. Gregory. An 
instructive inquiry into the thoughts and practices of a past age. 
Asiatic Immigration into Australia. PERSIA CAMPBELL... . . 
Recent Contributions to Political Science. H. 8S. Lasxt. In this 
substitute for reviews it is argued, with reference to recent publica- 
tions, that the “Sovereign State” of the classical political 
philosophy has now reached its apogee. 


Journal of the Institute of Bankers. 


DeEcEMBER, 1920. The annual address of the President, WALTER 


Lear, dealt with the definition of a Bank. 


JANUARY, 1921. Stabilisation of Imperial Exchanges. J. F. DARING. 


Among measures suggested were an imperial currency, a 25s. 
sovereign and 5s. Canadian dollar, an Empire Bank Commodity, 
Bills of Exchange as a basis for Currency. 


Journal of the Institute of Bankers in Ireland. 


OctoBErR, 1920, JANUARY and ApRIL, 1921. The series of instructive 


lectures given at the Institute by ALDERMAN B. SuIE.ps, Professor 
of Commerce, University College, Dublin, is continued in these 
three numbers, in which the subjects handled are respectively : 
The Economic Effects of the Establishment by Legal Enactment of 
the Principle of a Maximum Normal Week of Forty-eight Hours, 
Methods of Industrial Remuneration, Profit-sharing and Labour 


Co-partnership. 
Better Business (Dublin). 


Fepruary, 1921. William Thompson of Cork, who was before his 


time as Socialist, Co-operator, and advocate of woman’s rights, 
is the subject of an interesting article. 


International Labour Review (Geneva). 


Vol. I. No. 1, January, 1921. This new review fulfils the provision 
in the Treaty of Peace that the International Labour Office will 
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publish ‘‘ a periodical paper dealing with problems of industry 
and employment of international interest.” In the first article 
ALBERT THomas, the Director of the Office, describes its origin 
and possible future. StpNeyY Wess writes on the Process of 
of Amalgamation in British Trade Unionism ; J. R. Commons 
on Industrial Government. Under the head of production 
prices and cost of living and other captions much valuable 
information is lucidly presented. 

No. 2. Industrial Hygiene. Str Twos. Otiver. The Economic 
Labour Council in France. Lion. Jonnautr. Daily Tonnage 
Output of the Pick Miner. ErHetpert Stewart (United States 
Commissioner of Labor Statistics). The German Works Councils 
Act. E. BERNSTEIN. 


Quarterly Journal of Economics (Cambridge, Mass.). 


Frsruary, 1921. The Economic and Financial Position of France 
in 1920. Gaston Jé&zE. Escape from a critical position can 
only be obtained by reduction of expenditure, and of foreign 
debt, German reparation and stabilisation of the exchanges. 
Generating Cycles of Products and Prices. H. L. Moorn. An 
attempt to trace certain statistical features of economic cycles. 
Index Numbers of the Total Cost of Living. GroraE E. BARNETT. 
A study in Index numbers. A Statistical Analysis of the Relation 
between Cost and Price. Kemper Stimpson. Price is found to 
approximate to marginal cost when the total gross profits of all 
the producers in an industry amount to about 10 per cent. of 
the capital invested in the industry; and to be higher or lower 
than marginal cost according as the return is higher or lower 
than 10 per cent. The Railroads under Government Operation. I. 
To the close of 1918. W.J.Cunnincuam. The writer is officially 
connected with Railroad Administration. 


The American Economic Review. 


Marcu, 1921. The Post-War Outlook. H. J. Davenport. Discount 
Policy of Federal Reserve Banks. O.M.W.Spracur. The Theory 
of Production. Leo Wotman. An Index Number of Production. 
W. W. Stewart. The Webbs’ Constitution for the Socialist. 
J. R. Commons. 


Journal of Political Economy (Chicago). 


Marcu, 1921. The Origin of Utility Commissions in Massachusetts. 
LronarD D. WuitE. The Stabilising of the Dollar. C. RetnoLp 
Noyes. The Quantity Theory and Recent Statistical Studies. 
G. R. Davizs. Inter-bank Borrowing on the National System. IT. 
O. C. LockHaRT. 

AprRIL, 1921. Federal Taxation of Income from the Production of 
Minerals. Artuur C. Ketiry. Joint Cost in the Packing 
Industry. Grorce E. Putnam. Cost of Production and Price 
over Long and Short Periods. F. H. Knicur. 


American Academy for Social Science (Philadelphia). 


Marcu, 1921. This number deals with the situation of international 


trade. 
v2 
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The Review of Economic Statistics (Cambridge, Mass.). 


Frepruary, 1921. Production Prices and Aggregate Values of Crops. 
Oscillations from year to year rather than the cyclical movements 
of general business conditions characterise the production and 
prices of agricultural commodities. There is a high negative 
correlation, —-79, between physical production and prices. 

Aprit, 1921. The Italian Economic Situation. The physical capacity 
for production has not suffered much from the War; but the 
lack of coal, the burden of public debt—nearly 100,000,000,000 
lire—and the revolt of labour are serious. 


Journal des Economistes (Paris). 


Fresruary, 1921. La Conférence de Paris. Yves Guyot. La réalisa- 
tion de notre créance sur I’ Allemagne et le change. KE. LANEUVILLE. 
Les métaux précieux en 1920. A. Rarratovicu. L’industrie de 
la Soie : les Etats-Unis et le Japon. L. B. Gorriies. 

Marcu. L’industrie et le Commerce britanniques en 1920. Yvus 
Guyot. Contre le défaillisme mondaire. A. RAFFALOVICH. 

Aprit. Le pouvoir dacheter. Yves Guyot. Les gouvernments et 
la Situation économique. M. PantatEont. Extracts from the 
Italian economists’ contribution to the Versailles Conference of 
1920. Pour la déflation contre le défaillisme monétaire. A. 
RaFFALOVICH. 

May. La pire des emprunts. Yves Guyot. That forced paper 
money is the worst species of taxation is maintained against 
Professor Gide and others. L’économié orthopédique. RovusEt. 
Directed against the modern spirit of State interference. La 
gréve des mineurs. N. MONDET. 


Revue d’Economie Politique (Paris). 


JANUARY-FEBRUARY, 1921. Un programme Socialiste liberal. KE. 
Rienano. The limitation of inheritance is advocated (Cp. 
Economic Journal, Vol. XIX. p. 305). Le régime monétaire 
du grand-duché de Luxembourg. E.Stmonis. La banque nationale 
Suisse pendant la guerre. P. Rossy. Revenus et dépenses de 
menages de Travailleurs. M. Hatpwacus. A study on pre-war 
workmen’s budgets. 

Marcu—Aprit. La Situation Monétaire en Tchécoslovaquie. Une 
expérience de théorie quantitative. St&pHan Baver. L’in- 
dustrie hydro-électrique en France. M. Ports. L’indice du 
cout de la vie du bureau de Statistique de la ville d Amsterdam. 
R.Ciarys. A criticism of methods employed in different countries 
for indicating change in the cost of living introduces a description 
of the Amsterdam plan. Les banques d’émission et l’aprés-querre. 
CHARLES RIST. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 


ApRIL, 1921. Sozialistische Méglichkeiten von Neute. J.ScHUMPETER. 
Bauernrevolution und Bolschewismus. Pavut OrpEerG. Die Gezetz- 
gebung auf dem Gebiete der Innenkolonisation in den ésterreichischen 
Nachfolgestaaten. E. H. Voaet. Die bodenbesitzordnung Pald- 
stina’s und seine Jiidischen Siedlung. Dr. WERNER SENATOR. 
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Ueber die Versuche einer Besetzwng der Betriebe durch die Arbeiter 
in Italien. Ropert Micuets. Textbiicher als Hilfsmittel. J. 
JastTrow. With reference to new editions of two text-books, 
their author remarks on post-war trade policy and the new finance. 
Sozialisierung und Gesellschaftverfassung. HK. LEDERER. 


De Economist (La Hague). 


May, 1921. Ricardo, Pachtleer. Dr. H. W. Borprmwisk. An 
appreciation of the Ricardian doctrine of rent as quite in accord- 
ance with the modern theory of value. 


Giornale degli Economisti (Rome). 


DeEcEMBER, 1920. La soluzione dei problemi finanziari dopo la guerra 
nella letteratura italiana. B.Griziorti. J lavori della conferenza 
finanziarie di Bruxelles. F. Vinct. 

JANUARY, 1921. Sulla misura delle variazioni del costo della vita. 
Atpo Contento. Note di Storia demagrafica. C. BARBAGALLO. 
Results of the early Roman censuses. 

Frsruary. I costi connessi el economia dei trasporti. ENRICO BARONE. 
A study on the definition, division, and properties of “ Joint 
Cost’; purporting to settle in one or two words the “en- 
tangled controversy between Professors Pigou and Taussig.”’ 

Marcu. Luigi Bodio, R. Bernini. L’organizzazione annonaria di 
Matelica nel secolo XVII. M. Botprint. Regulations as to 
the provision of corn and bread in seasons of famine, extracted 
from the archives of the Commune Matelica (near Ancona). 

AprIL. Ridolfo Livi, R. Bentnt. La terra a chi pud cultivarla. 
G. Masoranza. La teoria pura della progressivita. S. ONETO. 
An ideal progressive taxation. 


La Riforma Sociale (Turin). 
JANUARY-FEBRUARY, 1921. In memoria di L. Bodio. B. STRINGHER. 
L’epilogo di uno storico conflitto industriale. G. Prato. Referring 
to recent labour troubles in north Italy connected with the 
Mazzonis cotton firm. La consequenze economiche della guerra. 
G. pt Mopica. A criticism of Keynes’ Economic Consequences of 
the Peace. 


Revista Nacional de Economia (Madrid). 


No. 27 (1921). Hl problema Social y la vida cara. J. Narr. An 
index number based on the prices (per unit) of twelve articles 
of food shows a rise of some 50 per cent. in 1920 as compared 
with the quinquennium preceding the war. El problema monetario. 
G. BERNACER. 


NEW BOOKS. 
English. 


Boppineton (A. Lester). Statistics and their Application to 
Commerce. London: Foulks. 12s. 6d. 
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Bow ey (A. L.). Official Statistics. What they contain and how 
to use them. London: 2s. 6d. 


Brett (Otiver). The First Assembly: a Study of the Proceed- 
ings of the First Assembly of the League of Nations. By a Committee, 
including Lord Robert Cecil and Lord Phillimore. Edited by Oliver 
Brett. London: Macmillan. 1912. Pp. 277. 


Buntine (J. H.). Is Trade Unionism Sound? London: Benn. 
6s. 
[To be reviewed.] 


Burns (C. DELISLE). Government and Industry. London: Allen 
& Unwin. 16s. 


CannaN (Epwin). Money. Its connexion with rising and falling 
prices. Third edition. London: King. 1921. Pp. 86. 
(The third edition contains an addendum summarising the changes in the 


amount of paper currencies, the depreciation thereof relating to gold and other 
monetary phenomena for different countries. ] 


CHISHOLM (ARCHIBALD). Labour’s Magna Charta. London: 
Longmans. 1921. Pp. 192. 


[A sub-title describes the work as a critical study of the Peace Treaty and the 
Washington Labour Conference. } 


CiaPHAM (J. H.). The Economic Development of France and 
Germany, 1815-1914. Cambridge: University Press. 1921. Pp. 
420. 


(To be reviewed.} 


Duprey (Daya THANKAR). The Way to Agricultural Progress, 
With a foreword by Prof. H. Stanley Jevons. Calcutta: Thacker. 
1921. Pp. 78. 


(The Way is described in a sub-title as a practical scheme for the rapid 
improvement of the economic condition of Indian agriculturists. The writer 
is Professor of Economics at Allahabad. ] 


Economic History of Chosen; Economic History of Manchuria. 
Saoul: Bank of Chosen. 


[Two volumes prepared by the Bank on the occasion of its decennial 
anniversary. ] 


Goopricu (Carter L.). The Frontier of Control. A Study in 
British Workshop Politics. With a foreword by R. H. Tawney. 
London: Bell. Pp. xv+277. 7s. 6d. net. 


Grecory (T. E.). Foreign Exchange Before, During and After the 
War. (The World of To-day, edited by Gollancz.) London: Milford. 
1921. Pp. 116. 


Hoox (ALFRED). The Social and Industrial Problem. London 
(New York, etc.): Cassell. 1921. Pp. 324. 
{Purports to be a brief introduction to Social Economics. ] 


LAvVINGTON (F.). The English Capital Market. London : Methuen. 
Pp. 297. 


[To be reviewed. ] 
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Lawson (W. R.). Europe after the World War. A financial and 
economic survey. Volume I. London: “ The Financial News.” 1921. 
Pp. 276. 


Lirson (E.). The History of the Woollen and Worsted Industries. 
(Histories of English Industries. Edited by E. Lipson.) London: 
Black. 1921. Pp. 273. 


[To be reviewed.] 


MARSHALL (LEON C.), and Lyon (Leverett S.). Our Economic 
Organisation. London: Macmillan. Pp. x+503. 10s. net. 


[A description of economic relations in the United States of America. ] 


Mitra (J. C.). A Lecture on the Theory and Practice of Life 
Assurance. Calcutta: Mitra. 1919. Pp. 58. 


Monetary Outlook. (The Garton Foundation.) London: Harri- 
son. Pp. 76. Is. 


Rowntree (B. Serspoum) and Stuart (Frank D.). The Re- 
sponsibility of Women Workers for Dependents. Oxford: Clarendon 
Press. 1921. Pp. 68. 

[An investigation extending over eleven representative English towns, and 
sampling 13,637 working women, showed that about 88 per cent. of working 
women are not responsible for the maintenance of any one but themselves; while 
the remaining 12 per cent. are on average only responsible for ‘‘ 0°71 of an 
adult ”—a very different result from that obtained by the Fabian Women’s 
Group. With adequate schemes of widows’ pensions, of minimum wage, and 
State-aid to wage-earners having more than three children, the percentage of 
women workers having dependents would be reduced to 1°8 per cent. | 


RusuFrortuH (F. V.). The Indian Exchange Problem. London : 
Humphry Milford. 1921. Pp. 41. 


Satter (F. R.). Karl Marx and Modern Socialism. London : 
Macmillan. 1921. Pp 263. 


[Reviewed above. The author is Fellow and Lecturer of Magdalen College, 
Cambridge. ] 


SLEsseR (Henry H.). Trade Unionism. London: Methuen. 
1921. Pp. 136, 


Spatpine (W. F.). The Functions of Money. London: Pitman. 
7s. 6d. 


Bankers’ Credit. London: Pitman. 10s. 6d. 


Stamp (Sir Josian). The Fundamental Principles of Taxation 
in the Light of Modern Developments. (The Newmarch lectures for 
1919.) London: Macmillan. 1921. Pp. 201. 


[To be reviewed. ] 


Stott (Str Oswatp). ‘“ Broadsheets” on National Finance. 
London: Roberts. 1921. Pp. 150. 


[A collection of Broadsheets contributed by the author to the public Press 
from January 1920 to April 1921.] 


THoRNTON (A. B.). The Nation’s Financial Outlook. London: 
King. Pp. xiii+137. 2s. 6d. net. 
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TRAVERS-BoRGSTROEM (ARTHUR). Mutualism. London: Mac- 
millan. 1921. Pp. 97. 


(The title is understood in the “sense in which Proudhon conceived his 
Mutuellisme, 7.e., as something containing, over and above the elements of mere 
material security and advantage, a certain immaterial supererogatory leaven 
of sentiment, of fellowship.’’] 


Wa tas (Pror. GRAHAM). Our Social Heritage. London: Allen 
& Unwin. 1921: Pp. 292. 
[To be reviewed. ] 


Wess (Sipney). The Story of the Durham Miners. London: 
Labour Publishing Company. 5s. 


WuiteE (BENJAMIN). The Currency of the Great War. London: 
Waterlow. Pp. xv+104. 10s. net. 


Wricut (STANLEY). Kiangsi Native Trade and its Taxation. 
Shanghai: 1920. Pp. 203+ xc. 


American. 


BusseNDEN (Pau F.). The I.W.W.: a Study of American 
Syndicalism. Second Edition. (Columbia University Studies.) New 
York : Columbia University (London: King). 1920. Pp. 438. 

CarveR (THomas Nixon). Elementary Economics. Boston: 
Ginn. Pp. 400. 

(To be reviewed. ] 


Harr (JosepH K.). Community Organisation (The Social Welfare 
Library). New York: Macmillan Company. 1920. Pp. 230. 


KIRKBRIDE (FRANKLIN B.), SterreTt (J. E.) and Wiis (H. 
PaRKER). The Modern Trust Company. New York: Macmillan 
Company. 1920. Pp. 549. 


[The fifth edition—enlarged and revised—of a work published in 1920.] 
Kern (Juuius, Ph.D.). The Mesta: a Study in Spanish Economic 


History, 1273-1836. (Harvard Economic Studies, 21.) Cambridge, 
Mass.: University Press. 1920. Pp. 444. 


(The history of a long-lived Sheep-raisers’ guild; based on hitherto unused 
manuscript materials. ] 


MarsHALL (Leon C.) and Lyon (Leverett S.). Our Economic 
Organisation. New York: Macmillan Company. 1921. Pp. 503. 


Moriss (JoHN VAN Likw). Employee Training. New York: 
MiGraw-Hill. 1921. Pp. 311. 


[‘‘ A study of education and training departments in various Corporations.’’] 


Movtton (Harotp G.). The Financial Organisation of Society. 
Chicago: University Press. 1921. Pp. 789. 


[To be reviewed. ] 


Roserts (PETER). The Problem of Americanisation. New York : 
Macmillan Company. 1920. Pp. 246. 


Stmpson (KEMPER). The Capitalisation of Goodwill. Baltimore ; 
Johns Hopkins Press. 1921. 
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French. 


_ Brunet (René). La constitution Allemande du 11 Aoit, 1919. 
Paris: Payot. 1921. Pp. 364. 


[Chapter VI deals with the Economic Constitution and Socialisation.] 


Rist (CHARLES). Les finances de Guerre de l’Allemagne. Paris : 
Payot. 1921. Pp. 294. 


Torom1antz (PRroresseuR V.). L’Arménie économique. Préface 
de Luigi Luzzati. Traduit de litalien par M. S. David Beg. Paris: 
1920. Pp. 95. 


Trucnuy (Henri). Cours d’economie Politique, Vol. II. Paris : 
Tenin. 1921. Pp. 464. 


ZAGoRSKY (Simon). La république des Soviets (Bilan Economique). 
Paris: Payot. 1921. Pp. 352. 


German. 
Knapp (Geore F.). Staatliche Theorie des Geldes. Dritte Auflage. 
Miinchen u. Leipzic: Duncker u. Humblot. 1921. Pp. 461. 


[A third edition of this well-known work. The theoretical part of the work 
remains unaltered. There are minor additions to other parts.] 


Italian. 


Arias (G.). La questione meridionale. Vol. I. Bologna: Zani- 
chelli. 1921. 


Bacu1 (Riccarpo). L’Italia economica nel 1919. Cita di 
Castello: Lapi. 1920. Pp. 476. 


[The eleventh annual survey of Italian economic life. ] 


Gint (CorrADO). Problemi sociologici della guerra. Bologna: 
Zanichelli. Pp. 390. 


[A collection of essays contributed to periodicals during or immediately after 
the war : about the causes of wars, the eugenic aspects of conscription, the cost 
of the Great War, and other questions relating to war. To be reviewed. |] 


Gossi (ULIssE). La scienza economic. Milan: Hoepli. 1921. 
Pp. 74. 
[An inaugural discourse. ] 


MaRJorAnzA (S.). L’imposta progressiva. Rome: Maglione. 
1920. 


Martini (J. M. A.). Le agitazioni dei mezzadri in provincia di 
Firenze. Florence. 1921. 


Mastr (G). Le imposte sui valori mobiliari. Rome: Athenzum. 
1919. 
x 
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Mortara (GioraIo). Lezioni di statistica economica e demo- 
grafica. Rome: Atheneum. 1920. Pp. 260. Lire 20. 


[A series of lectures delivered at the Institute of Commercial Studies in 
Rome; some on the practical applications of statistics to the conduct of business, 
especially railways, others directed to theoretical purposes, the economic effects 
of decrease in mortality, and statistical symptoms of economic conditions (index, 
numbers of material progress) in different countries. ] 


Natou! (FaBrizio). Verso il tramonto del capitalismo. Palermo: 
Tipagrafia Nazionale. 1921. Pp. 24. 


Porri (VincENzO). L’equilibrio economico nel Veneto alla vigilia 
della guerra. (Ministero per le terre liberate. Rome: 1921. Pp. 84.) 


Smart (G.). Il testamento spirituale di un economiste. Bari 
1921. 
[A translation of the late Professor Smart’s latest work. ] 


Spanish. 


OvaRtaGa (Luis). La cuestion de las tarifas y el problema ferro- 
viario espafiol, Madrid: Calpe. 1921. Pp. 243. 





